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TECHNICAL AMENDMENTS TO THE RAILROAD RETIRE- 


MENT ACT OF 1937 AND THE RAILROAD UNEMPLOY- 
MENT INSURANCE ACT 





THURSDAY, JUNE 12, 1958 


Unirep States SENATE, 
SUBCOMMITTEE ON RaiLroap RETIREMENT 
OF THE COMMITTEE ON LaBoR AND PusLic WELFARE, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to notice, in the Old 
Supreme Court Chamber of the Capitol, Senator Wayne L. Morse 
(chairman of the subcommittee) presiding. 

Present: Senators Morse and Allott. 

Committee staff members present: Stewart E. McClure, chief 
clerk; Roy E. James, assistant chief clerk; Merton Bernstein, special 
counsel to the subcommittee; and Ray Hurley, professional staff 
member. 

Senator Morse. The hearing will come to order. 

The Railroad Retirement Board, in cooperation with the Associa- 
tion of American Railroads and the Railway Labor Executives Asso- 
ciation, has proposed a bill containing technical changes to improve 
the administration of the Railroad Retirement Act and the Railroad 
Unemployment Compensation Act. The senior Senator from Ala- 
bama, Mr. Hill, the chairman of the committee, and I, as subcommit- 
tee chairman, introduced the bill by request. 

5. 2020 would not result in any appreciable additional costs to either 
system, but would improve efficiency. The comments received by 
the subcommittee indicate that there is no controversy about the 
bill except in one respect. The Board and the Social Security Ad- 
ministration are in apparent disagreement as to the appropriate 
agency for determining application of the disability freeze provisions 
of the Social Sec urity Act as it applies to career railroaders. 

The principal purpose of the hearing is to obtain for the record the 
background of the problem and the reasons advanced by the agencies 
so that this committee and the Senate can reach a reasoned con- 
clusion. 

At the outset I shall put into the record: (1) the bill, S. 2020. 

(S. 2020 is as follows:) 


[S. 2020, 85th Cong., Ist sess.] 
A BILL To amend the Railroad Retirement Act of 1937 and the Railroad Unemployment Insurance Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


1 








2 AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 1937 


Part I—AMENDMENTS TO THE RAILROAD RETIREMENT Act oF 1937 


SecTIon 1. (a) Section 3 (c) of the Railroad Retirement Act of 1937 is amended 
by adding at the end thereof the following new sentence: “If the ‘monthly 
compensation’ computed under this subsection is not a multiple of $1, it shall be 
rounded to the next lower multiple of $1.” 

(b) Section 3 (e) of such Act is amended by inserting at the end thereof the 
following new paragraph: 

“Por the purposes of this subsection and all purposes of title II of the Social 
Security Act, the Board shall have the same authority to determine a ‘period of 
disability’ within the meaning of section 216 (i) of the Social Security Act, with 
respect to any employee who will have filed application therefor and (i) have com- 
pleted ten years of service or (ii) have been awarded an annuity, as the Secretary 
of Health, Education, and Welfare would have to determine such a period under 
such section 216 (i) if the employee met the requirements of clauses (A) and (B) 
of paragraph (3) of such section, considering for purposes of such determination 
that all his service as an employee after 1936 constitutes ‘employment’ within the 
meaning of title II of the Social Security Act and determining his quarters of 
coverage for such purposes by presuming his compensation in a calendar year to 
have been paid in equal proportions with respect to all months in which he will 
have been in service as an employee in such calendar year: Provided, That no such 
period of disability shall be deemed to have begun if the employee died before 
July 1, 1955: Provided further, That an application for an annuity filed with the 
Board on the basis of disability shall be deemed to be an application to determine 
such a period of disability, and such an application filed with the Board on or 
before the date of the enactment of this paragraph shall, for purposes of this 
subsection and section 216 (i) (4) of the Social Security Act, be deemed filed after 
December 1954 and before July 1957: And provided further, That, notwithstanding 
any other provision of law, the Board shall have the authority to make such 
determination on the basis of the records in its possession or evidence otherwise 
obtained by it, and a determination by the Board with respect to any employee 
concerning such a ‘period of disability’ shall be deemed a final decision of the 
Board determining the rights of persons under this Act for purposes of section 11 
of this Act. For purposes of section 5 (k) (2) of this Act, any determination by 
the Board of a period of disability for an employee shall be considered a determi- 
nation of such a period for such employee by the Secretary of Health, Education 
and Welfare under section 216 (i) of the Social Security Act, and for such purposes 
section 222 (b) of the Social Security Act shall not apply with respect to any indi- 
vidual whose period of disability is determined by the Board under this 
paragraph.” 

(c) Section 3 (f) of such Act is amended to read as follows: 

*(f) (1) Annuities under section 2 (a) which will have become due an individual 
but will not have been paid at the time of such individual’s death shall be payable 
to the person. if any, who is determined by the Board to be such individual’s widow 
or widower and to have been living with such individual at the time of such indi- 
vidual’s death and who will not have died before receiving payment of such 
annuities. If there be no such widow or widower, such annuities shall be pay- 
able to any person or persons, equitably entitled thereto, to the extent and in 
the proportions that he or they shall have paid the expenses of burial of such 
individual, and to the extent that he or they will not have been reimbursed under 
section 5 (f) (1) for having paid such expensus. If there be no person or persons 
so entitled, or if the total of such annuities exceeds the amount payable under 
this paragraph to such person or persons, such total, or the remainder thereof, as 
the case may be, shall be paid to the children, grandchildren, parents, or brothers 
and sisters of the deceased individual in the same manner as if such unpaid 
annuities were a lump sum payable under section 5 (f) (2). 

**(2) Insurance annuities under section 5 which will have become due a survivor 
of an employee but will not have been paid at the time of such survivor’s death 
shall be payable to the person, if any, who is determined by the Board to be such 
employee’s widow or widower and to have been living with such employee at the 
time of employee’s death and who will not have died before receiving payment of 
such annuities. If there be no such widow or widower, such annuities shall be 
payable to the children, grandchildren, parents, or brothers and sisters of the 
deceased employee in the same manner as if such unpaid annuities were a lump 
sum payable under section 5 (f) (2). 

**(3) Annuities under section 2 (e) which will have become due a spouse of an 
individual but which will not have been paid at the time of such spouse’s death 
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shall be payable to the individual from whose employment such spouse’s annuity 
derived and who will not have died before receiving payment of such annuities. 
If there be no such individual, such annuities shall be paid as provided in the last 
two sentences of paragraph (1) of this subsection as if such annuities were annui- 
ties due under section 2 (a) to an individual but unpaid at the time of such indi- 
vidual’s death. 

(4) Applications for accrued and unpaid annuities provided for in paragraphs 
(1), (2), and (3) of this subsection shall be filed prior to the expiration of two years 
after the death of the person to whom such annuities were originally due. 

(5) For the purposes of this subsection and paragraphs (1) and (2) of section 
5 (f) of this Act, a widow or widower of an individual shall be deemed to have 
been living with the individual at the time of the individual’s death if the appli- 
cable conditions set forth in section 216 (h) (2) or (3) of the Social Security Act 
are fulfilled. 

(6) If there is no person to whom all or any part of the annuity payments 
described in paragraph (1), (2), or (3) can be made, such payments or part thereof 
shall escheat to the credit of the Railroad Retirement Account.” 

(d) Section 3 (h) of such Act is amended by striking out “‘$2.50” and inserting 
in lieu thereof ‘$5’’. 

(e) Section 3 of such Act is further amended by adding at the end thereof the 
following new subsection: 

“(i) If the amount of any annuity computed under this section, or under 
section 2 or section 5, is not a multiple of $0.10, it shall be raised to the next 
higher multiple of $0.10.” 

Sec. 2. (a) Section 5 (f) (1) of the Railroad Retirement Act of 1937 is amended— 

(1) by striking out the first three sentences and inserting in lieu thereof 
the following: ‘‘Upon the death, after the month in which this Act is enacted, 
of a completely or partially insured employee who will have died leaving no 
widow, widower, child, or parent who would on proper application therefor 
be entitled to receive an annuity under this section for the month in which 
such death occurred, a lump sum of ten times the employee’s basic amount 
shall be paid to the person, if any, who is determined by the Board to be the 
widow or widower of the deceased employee and to have been living with 
such employee at the time of such employee’s death and who will not have 
died before receiving payment of such lump sum. If there be no such 
widow or widower, such lump sum shall be paid to any person or persons, 
equitably entitled thereto, to the extent and in the proportions that he or 
they shall have paid the expenses of burial of such deceased employee.’’; 

(2) by striking out “widow, widower, child, or parent” in the fourth 
sentence and inserting in lieu thereof ‘‘widow or widower’’; and 

(3) by striking out all of the fourth sentence after ‘‘a payment to any 
then surviving widow” and inserting in lieu thereof the following: ‘‘a pay- 
ment equal to the amount by which such lump sum exceeds such annuities 
so accrued after such deductions shall then nevertheless be made under this 
paragraph to the person (or, if more than one, in equal shares to the persons) 
first named in the following order of preference: the widow, widower, child, 
or parent of the employee then entitled to a survivor annuity under this 
section.”’ 

(b) Section 5 (f) (2) of such Act is amended by striking out ‘‘to the person or 
persons in the order provided in paragraph (1) of this subsection, or in the absence 
of such person or persons, to his or her estate, a lump sum”’ and by inserting in 
lieu thereof the following: ‘‘to the following person (or, if more than one, in equal 
shares to the persons) whose relationship to the deceased employee will have been 
determined by the Board and who will not have died before receiving payment 
of the lump sum provided for in this paragraph: 

‘“‘(i) the widow or widower of the deceased employee who was living with 
such employee at the time of such employee’s death; or 

“(ii) if there be no such widow or widower, to any child or children of 
such employee; or 

“(iii) if there be no such widow, widower, or child, to any grandchild or 
grandchildren of such employee; or 

“(iv) if there be no such widow, widower, child, or grandchild, to any 
parent or parents of such employee; or 

“(v) if there be no such widow, widower, child, grandchild, or parent, to 
any brother or sister of such employee; or 

(vi) if there be no such widow, widower, child, grandchild, parent, brother, 
or sister, to the estate of such employee, 

a lump sum’’, 
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(c) The first sentence of section 5 (h) of such Act is amended by striking out 
‘prior to” and inserting in lieu thereof ‘‘after’’. 

(d) Section 5 (i) (3) of such Act is amended (1) by inserting ‘‘and’’ after the 
semicolon in subparagraph (i); (2) by striking out all of subparagraph (ii) after 
‘title II of the Social Security Act’’ and inserting in lieu thereof a period; and (3) 
by striking out subparagraphs (iii) and (iv). 

(e) Section 5 (k) (1) of such Act is amended by striking out ‘‘for the purposes of 
sections 203 and 216 (i) (3) of that Act’’ and inserting in lieu thereof ‘‘for the pur- 
poses of section 203 and, with respect to an employee who will have completed 
less than ten years of service, section 216 (i) (3) of that Act’’. 

(f) Section 5 (k) (3) of such Act is amended— 

(1) by inserting in the first sentence after “‘service’’ the following: ‘‘, of 
determinations under section 3 (e) of this Act, or section 216 (i) of the Social 
Security Act, of periods of disability within the meaning of such section 
216 (i),”; 

(2) by inserting in the first sentence after ‘“‘this section’’ the following: 
, section 3 (e) of this Act,’’; and 
(3) by inserting in the second sentence after ‘‘therein’’ the following: 
“(except in the case of a determination of disability under section 216 (i) of 
the Social Security Act where such determination would otherwise result in 
a denial, or a decrease in the amount, of monthly or lump-sum benefits 
under either the Railroad Retirement Act or the Social Security Act)’’. 

(g) Section 5 (1) (6) of such Act is amended by striking out the parenthetical 
phrases in the first and second sentences and by inserting at the end thereof the 
following sentence: ‘‘Wages, as defined in this paragraph, shall be credited for 
the purposes of this section in the manner and to the extent credited for corre- 
sponding purposes of title II of the Social Security Act.” 

(h) Section 5 (1) (7) (ii) of such Act is amended by striking out “forty or more 
quarters of coverage’ and inserting in lieu thereof the following: “either will 
have had forty or more quarters of coverage or would be fully insured under 
title II of the Social Security Act if his service as an employee after December 
31, 1936, were included in the term ‘employment’ as defined in that Act’’. 

(i) Section 5 (1) (8) of such Act is amended (1) by striking out ‘“‘will have had 
(i)”’ and inserting in lieu thereof ‘‘(i) will have had’’, (2) by inserting ‘‘either 
will have had”’ after ‘‘(ii)’’, and (3) by inserting before the final period a comma 
and the following: ‘‘or would be currently insured under title II of the Social 
Security Act if his service as an employee after December 31, 1936, were included 
in the term ‘employment’ as defined in that Act’. 

(j) Section 5 (1) (9) of such Act is amended— 

(1) by striking out ‘‘quarter in which he will have died’”’ each place it 
appears in clauses (A) and (B) and by inserting in lieu thereof ‘‘employee’s 
closing dates’’; 

(2) by striking out the last proviso; and 

(3) by inserting after the first sentence the following new sentence: ‘‘An 
employee’s ‘closing date’ shall mean (A) the first day of the first calendar 
year in which such employee both had attained age 65 and was completely 
insured; or (B) the first day of the calendar year in which such employee 
died; or (C) the first day of the calendar year following the year in which 
such employee died, whichever would produce the highest ‘average monthly 
remuneration’ as defined in the proceding sentence. It the amount of the 
‘average monthly remuneration’ as computed under this paragraph is not 
a multiple of $1, it shall be rounded to the next lower jmultiple of $1’’. 

Sec. 3. Section 10 (b) (4) of the Railroad Retirement Act of 1937 is amended— 

(1) by inserting before the period at the end of the first sentence a comma 
and the following: ‘‘including expenses, tuition, and salaries of employees 
of the Board who are designated by the Board to attend courses of instruction 
or training at institutions (whether or not such course are conducted by the 
United States), not exceeding 240 class hours in any one calendar year for 
any one such employee.”’ and 

(2) by inserting after the third sentence the following new sentence: ‘‘For 
purposes of its administration of this Act or the Railroad Unemployment 
Insurance Act, or both, the Board may hereafter place, without regard to 
the numerical limitations contained in section 505 of the Classification Act 
of 1949, as amended, four positions in grade GS—16 of the General Schedule 
established by that Act, four positions in grade GS-17 of such schedule, and 
one position in grade GS-18 of such schedule. 


“ce 
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Src. 4. Section 13 of the Railroad Retirement Act of 1937 is amended (1) by 
inserting ‘‘(a)’’ after ‘‘Sec. 13.’’; (2) by inserting “, or both’’ before the final period, 
and (3) by adding at the end thereof the following new subsection: 

““(b) All fines and penalties imposed by a court pursuant to this Act shall be 
paid to the court and be remitted from time to time by order of the judge to the 
Treasury of the United States to be credited to the Railroad Retirement Account.” 

Sec. 5. (a) The amendments made by sections 1 (a), 1 (d), 1 (e), and 2 (j) 
shall be effective with respect to annuities awarded under the Railroad Retire- 
ment Act of 1937 on or after the date of the enactment of this Act. 

(b) The amendments made by sections 2 (h) and 2 (i) shall be effective (1) with 
respect to deaths occurring on or after the date of the enactment of this Act and 
(2) with respect to any death occurring before such date if none of the survivors 
of the deceased individual became entitled before such date to monthly benefits, 
by reason of the individual’s death, under title II of the Social Security Act. 

(c) The amendments made by sections 1 (b) and 2 (e) shall be effective with 
respect to determinations of periods of disability, within the meaning of section 
216 (i) of the Social Security Act, made on or after the date of the enactment 
of this Act. 

(d) The amendments made by sections 1 (ce), 2 (a), and 2 (b) shall be effective 
with respect to deaths occurring in months after the month in which this Act 
is enacted. 

(e) The amendments made by sections 2 (ec), 2 (d), and 2 (g) shall be effective 
with respect to annuities accruing for months after the month in which this 
Act is enacted. 

(f) The amendments made by sections 2 (f) and 3 shall be effective on the date 
of the enactment of this Act. 

(g) The amendment made by clause (3) of section 4 shall be effective with 
respect to offenses committed on or after the date of the enactment of this Act; 
and the other amendments made by section 4 shall be effective with respect to 
fines and penalties imposed on or after such date. 


Part II—AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Sec. 201. (a) (1) The second proviso in section 1 (k) of the Railroad Unem- 
ployment Insurance Act is amended by striking out ‘‘second”’ and inserting in 
lieu thereof “first”, and by striking out ‘“‘first’’ and inserting in lieu thereof 
“second”. 

(2) The second paragraph of such section 1 (k) is amended by striking out 
“one dollar’ and inserting in lieu thereof ‘‘three dollars’’. 

(b) Section 1 (q) of such Act is amended by inserting before the period at the 
end thereof the following: ‘‘in the unemployment trust fund’’. 

Src. 202. Section 4 (a—1) (ii) of the Railroad Unemployment Insurance Act 
is amended by striking out all that follows ‘sickness compensation law’”’ and pre- 
cedes the first proviso and by inserting in lieu thereof the following: ‘‘other than 
this Act, or any other social-insurance payments under any law’’. 

Sec. 203. Section 8 (a) of the Railroad Unemployment Insurance Act is 
amended by inserting before the period at the end thereof a semicolon and the 
following: ‘‘and in determining such balance as of September 30 of any year, the 
balance to the credit of the railroad unemployment insurance administration fund 
as of the close of business on such date shall be deemed to be a part of the balance 
to the credit of such account’. 

Sec. 204. (a) Section 904 (a) of the Social Security Act is amended by insert- 
ing after “the railroad unemployment insurance account”’ the following: ‘‘or the 
railroad unemployment insurance administration fund’’. 

(b) Section 904 (e) of the Social Security Act is amended by striking out ‘‘and 
the railroad unemployment insurance account’”’ and inserting in lieu thereof the 
following: ‘‘, the railroad unemployment insurance account, and the railroad un- 
employment insurance administration fund’’. 

(ec) Section 904 (f) of the Social Security Act is amended by striking out “fund 
as the Railroad Retirement Board’’ and all that follows and by inserting in lieu 
thereof the following: ‘‘railroad unemployment insurance account for the payment 
of benefits, and out of the railroad unemployment insurance administration fund 
for the payment of administrative expenses, as the Railroad Retirement Board 
may duly certify, not exceeding the amount standing to the credit of such account 
or such fund, as the case may be, at the time of such payment.” 


27630—58——-2 
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Sec. 205. (a) Section 11 (a) of the Railroad Unemployment Insurance Act is 
amended by striking out the first sentence and the first two words of the second 
sentence, and by inserting in lieu thereof the following: “The Secretary of the 
Treasury shall maintain in the unemployment trust fund established pursuant to 
section 904 of the Social Security Act an account to be known as the railroad 
unemployment insurance administration fund. This unemployment insurance 
administration fund’’. 

(b) Section 11 (ce) of such Act is amended by inserting after “when authorized 
by the Board” the following: ‘‘and expenses, tuition, and salaries of employees 
designated by the Board to attend courses of instruction or training at institutions 
(whether or not such courses are conducted by the United States), not exceeding 
two hundred and forty class hours in any one calendar year for any one such 
employee’. 

Src. 206. The second paragraph of section 12 (1) of the Railroad Unemploy- 
ment Insurance Act is amended by striking out ‘‘Classification Act of 1923, except 
that the Board may fix the salary of a director of unemployment insurance at 
$10,000 per annum” and inserting in lieu thereof the following: ‘‘Classification 
Act of 1949, as amended’”’. 

Sec. 207. (a) The amendments made by section 201 (a) shall be effective with 
respect to registration periods in benefit years after the benefit year ending on 
June 30, 1957. 

(b) The amendments made by section 202 shall be effective with respect to 
days in benefit years after the benefit vear ending on June 30, 1957. 

(c) The remaining amendments made by this part shall be effective, except as 
otherwise indicated therein, on the date of the enactment of this Act. 


(2) A joint letter from the Association of American Railroads and 
the Railway Labor Executives Association. 
(The document referred to follows:) 


WasHINGTON, D. C., April 26, 1957. 
Hon. Lister HI 1, 
Chairman, Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 

DEAR Senator Hitu: The Railroad Retirement Board prepared the enclosed 
draft bill containing technical and administrative amendments to the Railroad 
Retirement Act and Railroad Unemployment Insurance Act and has discussed 
the proposed amendments with the Association of American Railroads and the 
Railway Labor Executives’ Association. These two associations have approved 
the Board’s proposals, and are in agreement that the bill would not add cost to 
the railroad retirement and unemployment insurance systems, and that it is 
essential to have it enacted because it would authorize several needed improve- 
ments in the administration of both. 

The enclosed statement entitled ‘‘“General Explanation of the Technical Bill’ 
describes briefly the several amendments which the bill would make in the Railroad 
Retirement Act and the Railroad Unemployment Insurance Act. 

Since this is a noncontroversial proposal, jointly requested by railroad manage- 
ment and railroad labor we hope that you can arrange for its early introduction 
and enactment. 

We are writing a similar letter to the chairman of the House Committee on 
Interstate and Foreign Commerce. 

Sincerely yours, 
W. T. Faricy, 
President, Association of American Railroads. 
G. E. Leieury, 
Chairman, Railway Labor Executives’ Association. 


(3) The departmental reports of the Railroad Retirement Board, 


the Department of Health, Education, and Welfare, and the Bureau 
of the Budget. 
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(The documents referred to follow:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 31, 1957. 
Hon. Lister Hitt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. CuarrMan: This will acknowledge your letter of May 13, 1957, 
requesting the views of the Bureau of the Budget with respect to 8. 2020, a bill to 
amend the Railroad Retirement Act of 1937 and the Railroad Unemployment 
Insurance Act. 

The bill contains various technical amendments designed to facilitate and 
improve the administration of these acts. The Railroad Retirement Board is of 
the opinion that benefit costs would not be increased by any significant amount 
and administrative costs would be decreased. Accordingly, while we have no 
objection to these technical amendments the Bureau of the Budget desires to 
bring to your attention its views on several substantive provisions which are 
included in the bill. 

The railroad unemployment insurance administration fund which is not now 
included in the unemployment trust fund would be so included by the amend- 
ments. It is our view that this would create additional accounting operations 
for the Treasury Department without discernible advantages and would require 
the payment of interest on these administrative funds. Under present law, at 
the end of each year, funds in excess of $6 million in the administration fund are 
transferred to the unemployment trust fund and thereafter draw interest. This 
is in line with the practice relating to other trust fund administration accounts 
and it is our view that no reason exists for according an exception in this instance. 
However, your committee may wish to consider, as an alternative, a lesser sum 
than $6 million which would be used as the transfer point. 

Another amendment would authorize the Railroad Retirement Board to make 
disability-freeze determinations under the provisions of the Social Security Act 
for individuals with 10 or more years of railroad service including those without 
current connection with the industry. Determinations where service is less than 
10 years would be made by the Department of Health, Education, and Welfare. 
It is the bureau of the Budget view that such a provision may result in different 
standards of determination for career railroad employees as against other em- 
ployees. Attention is also directed to the fact that benefit payments based upon 
the disability freeze, whether under the railroad or old-age and survivors insurance 
programs, will be borne by the social security trust fund. Accordingly, it is our 
belief that such determinations should be subject to a review by the Department 
of Health, Education, and Welfare. It also should be noted that, although 
present provisions require individuals applying for disability determinations be 
referred to State agencies for vocational rehabilitation, this bill would exempt 
individuals from such requirement when determination was made by the Railroad 
Retirement Board. These provisions relating to disability-freeze determinations 
contain important ramifications upon the social security program. In his letter 
to your committee concerning this bill, the Secretary of Health, Education, and 
Welfare has raised several serious objections to the proposed amendments to the 
disability-freeze provisions of the Social Security Act. The Bureau of the Budget 
believes that these objections have merit and concurs with the Secretary in 
recommending strongly against the enactment of these provisions without 
modification. 

While there is no objection to the provision of supergrades, it is suggested that 
a standard provision be used, viz: 

“For purposes of its administration of this Act or the Railroad Unemployment 
Insurance Act, or both, the Board may hereafter place, subject to the standards 
and procedures prescribed by section 505 of the Classification Act of 1949, as 
amended, four positions in grade GS-16, four positions in grade GS-17, and one 
position in grade GS-18 of the General Schedule established by that Act. Such 
positions shall be in addition to the number of positions authorized to be placed 
in such grades by section 505 of the Classification Act.” 

Sincerely yours, 
RosBert E. MERRIAM, 
Assistant Director. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., August 14, 1957. 
Hon. Lister HI11, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: On July 31, 1957, this Office reported on 8. 2020, : 
bill to amend the Railroad Retirement Act of 1937 and the Railroad Unemploy- 
ment Insurance Act. 

In the third paragraph of our report we commented on provisions of the bill 
which, by including the railroad unemployment insurance administrative fund in the 
unemployment trust fund, would have resulted in the payment of interest on these 
administrative funds. Because in a similar situation with respect to adminis- 
trative funds in the Department of Labor, also financed by the unemployment 
trust fund, no interest would be paid, we indicated that “‘it is our view that no 
reason exists for according an exception’’ to the railroad account. 

However, we have since been advised by Treasury that the procedure with 
respect to the Department of Labor has been changed and that it will be possible 
for these funds to draw interest until they are set aside and used for administra- 
tive expenses of the Department of Labor. Thus this part of S. 2020 would 
provide similar treatment to the railroad account. Accordingly, we request the 
third paragraph in our report be considered as amended to interpose no objection 
to the provisions of the bill which make this change affecting the railroad unem- 
ployment insurance administrative fund. 

Sincerely yours, 
Rospert E, Merriam, 
Assistant Director. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 


Washington, D. C., July 25, 1957. 
Hon. Lister Hi, 


Chairman, Committee on Labor and Public Welfare 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: This letter is in response to your request of May 13, 
1957, for a report on 8. 2020, a bill to amend the Railroad Retirement Act of 1937 
and the Railroad Unemployment Insurance Act. 

8S. 2020 would make several technical and administrative amendments to the 
Railroad Retirement and Railroad Unemployment Insurance Acts. One amend- 
ment would in effect amend the old-age and survivors insurance provisions of the 
Social Security Act to authorize the Railroad Retirement Board to make so-called 
disability-freeze determinations under section 216 (i) of the old-age and sur- 
vivors insurance provisions of the Social Security Act in the case of any individual 
who has had 10 years of railroad service, whether or not the individual had a 
current connection with the railroad industry when the disability began, and 
apparently even when the individual also has an equal or greater record of old-age 
and survivors insurance employment. This Department opposes this amend- 
ment, for reasons which are explained below. 

It is apparently intended that the determinations which the Railroad Retire- 
ment Board would be authorized to make under S. 2020 would be binding both 
on the applicant and on this Department, not only in the computation of the 
so-called social security minimum for purposes of a railroad retirement annuity, 
but also for the purpose of determining the rights of the individual had his de- 
pendents and survivors to old-age and survivors insurance benefits. The Board’s 
determination, moreover, would be binding on this Departme nt for the purpose of 


the financial interchange provisions of section 5 (k) (2) of the Railroad Retirement 
Act. 


, 


We believe that these provisions of the bill would be incompatible with the 
responsibility of this Department for the conduct of the old-age and survivors 
insurance program, would tend to confuse the public, and could, in their present 
form, result in unequal and discriminatory treatment in the application of the 
old-age and survivors insurance disability-freeze provisions. 

As you know, the old-age and survivors insurance disability freeze provisions 
were included in the Social Security Amendments of 1954. They are assigned to 
protect the old-age and survivors insurance rights of individuals who, because of 
physical or mental disability, are no longer able to engage in any substantial 
gainful activity and who might thus, in the absence of the freeze, suffer a loss or 
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impairment of those rights. Because credits earned in railroad employment are in 
certain types of cases transferred to the old-age and survivors insurance program 
upon the worker’s death or retirement and credited toward benefits under this 
program, the Social Security Amendments of 1954 provided that railroad employ- 
ment would in all cases count toward meeting the qualifying requirements for 
eligibility for a freeze of old-age and survivors insurance benefit rights. 

It is clear, therefore, that the old-age and survivors insurance disability freeze 
is an integral part of the old-age and survivors insurance system and inseparable 
from it. To designate a Federal agency other than the one responsible for the 
program to make such determinations for this program in its own right and with 
conclusive effect would, in our judgment, not be in consonance with sound prin- 
ciples of administration and program accountability. 

Nor is this objection merely theoretical. Under this bill, the Board would 
make old-age and survivors insurance freeze determinations for individuals with 
10 years of railroad employment even where it is clear that an old-age and sur- 
vivors insurance benefit will in all likelihood be payable by this Department 
directly to the beneficiary—for example, where the individual is ‘fully insured’’ 
under old-age and survivors insurance or not “completely insured’’ within the 
meaning of the Railroad Retirement Act. It would not be easy to make a 
claimant in such a case understand why a key element in his case is adjudicated 
by the Railroad Retirement Board and why, if he is dissatisfied with the decision, 
he has no resort to this Department which is responsible for the administration of 
the old-age and survivors insurance program. 

To be sure, old-age and survivors insurance freeze determinations made by us 
are also used in determining the amount of the so-called social security minimum 
for a railroad annuity under section 3 (e) of the Railroad Retirement Act. This 
incidental use of old-age and survivors insurance benefit criteria and concepts in 
defining the minimum level of certain railroad annuities, however, cannot justify 
a proposal to have the Board make such determinations in its own right for ‘‘all 
purposes of the Social Security Act,’’ as the bill puts it, or for purposes of the 
financial interchange any more than the Board’s determination of other elements 
of the social security minimum could properly govern our adjudications under 
the old-age and survivors insurance system. If the Railroad Retirement Board’s 
determinations were governing for purposes of the financial interchange, this 
Department would have no voice in determining the amounts which would be 
payable to the railroad retirement account from the old-age and survivors insur- 
ance trust fund based on a disability freeze, even though the determination in 
question involves a basie provision of the old-age and survivors insurance law. 

Moreover, since under this bill the Railroad Retirement Board (in making dis- 
ability freeze determinations under section 216 (i) of the Social Security Act), 
would not be acting as the agent of this Department, it probably would not be 
bound by the regulations and standards established by this Department under 
section 216 (i) but could establish and follow its own regulations and standards. 
Misunderstanding on the part of the public would also be created by the pro- 
vision that judicial review, though related to an old-age and survivors insurance 
matter, would be under the Railroad Retirement Aet. It would seem to be most 
important, and in accordance with the elementary principle of equal application 
of the law to all, that all freeze determinations under section 216 (i) be made on 
a uniform basis under identical standards. To permit different standards to be 
applied would be discriminatory as between career railroad employees and all 
other persons who apply for disability freeze determinations. 

The bill would “deem” an application for a railroad disability annuity— 
whether for an annuity based on total disability or on ‘‘oceupational’’ disability— 
to be also a request for an old-age and survivors insurance freeze. We recognize 
that in certain cases (where an individual applies to the Railroad Retirement 
Board for a disability annuity under that act) it would be of advantage both to 
the applicant and to the two programs to permit him to combine with that appli- 
cation a request for a disability determination under the old-age and survivors 
insurance program. However, this should be done in such a way as to assure 
that all old-age and survivors insurance freeze determinations would be made on a 
uniform basis under identical standards. One acceptable approach would be for 
the Railroad Retirement Board to make the old-age and survivors insurance 
disability determination in behalf of this Department under the same basic pro- 
visions that apply to the disability freeze determinations made by State agencies. 
If this approach were adopted, the Railroad Retirement Board, in making dis- 
ability determinations for the purposes of section 216 (i) of the Social Security 
Act, would be acting as the agent of this Department, and the claimant, if dis- 
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satisfied with the determination, would have the same rights of administrative 
hearing and judicial review as in the case of disability determinations made by 
State agencies or by this Department. , 

Another disability freeze provision of the bill about which we have major 
reservations is one relating to section 222 of the Social Security Act. This section 
of the Social Security Act declares it to be the policy of the Congress that disabled 
individuals applying for a determination of disability for old-age and survivors 
insurance purposes should be promptly referred to the appropriate State agency 
for necessary vocational rehabilitation services. However, the bill specifies that 
a determination of disability by the Railroad Retirement Board shall be deemed 
to meet the conditions of section 222 of the Social Security Act. In practice, the 
likely result of this provision of the bill would be that individuals for whom the 
Railroad Retirement Board made a disability freeze determination would not be 
referred for necessary vocational rehabilitation services. To the extent that this 
result occurred the stated congressional policy would be defeated. 

Another provision of 8. 2020, unrelated to the disability freeze provisions of the 
bill, would have a direct effect on old-age and survivors insurance by providing 
that an individual would be insured for survivor benefit purposes under the rail- 
road retirement program if he would be insured under the old-age and survivors 
insurance program deeming his railroad service after 1936 to be social security 
employment. This would result in the payment under the railroad retirement 
program of certain survivor benefits which under present law are payable under 
the old-age and survivors insurance program. (As you know, the railroad retire- 
ment and old-age and survivors insurance programs are so coordinated that the 
qualified survivors of a worker with credits under both programs receive benefits 
under one program or the other based on combined credits.) The apparent 
objective of this proposed amendment is to take account of the changes in the 
old-age and survivors insurance definitions of insured status which were made in 
connection with the various extensions of old-age and survivors insurance cover- 
age made in 1950 and subsequently. This Department would not object to this 
provision of S. 2020. 

The other amendments to the Railroad Retirement and Railroad Unemploy- 
ment Insurance Acts which would be made by 8. 2020, that is, amendments 
other than that just mentioned and those related to the disability freeze, are of a 
technical and administrative nature. While we do not have a full understanding 
of the background and purpose of some of these amendments, we have not found 
features which we believe to be objectionable. We assume that the Railroad 
Retirement Board will furnish your committee with information concerning the 
detailed purpose of each of the provisions. As you know, the Railroad Retire- 
ment Board has indicated that the bill would not add significantly to the cost of 
the railroad retirement and unemployment insurance systems, and would result 
in a saving in administrative costs. 

For the above-mentioned reasons, we strongly recommend against enactment 
of the bill unless the disability freeze provisions are modified as suggested above 
or are deleted from the bill. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
M. B. Fousom, Secretary. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., August 7, 1957. 
Hon. Lister Hitt, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear Senator Hi: This is a report of the Railroad Retirement Board on 
the bill S. 2020, which was introduced on May 8, 1957, by Mr. Hill (for himself 
and Mr. Morse) and referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act and the Railroad Unem- 
ployment Insurance Act. It is intended generally to facilitate and improve the 
administration of the Railroad Retirement Act and, to a somewhat lesser extent, 
the Railroad Unemployment Insurance Act by effecting changes that the expe- 
rience of the Board has shown to be desirable, and which are discussed below. 
The bill would not increase the cost of benefits under the systems, at least not 
in any significant amount; rather, through the facilitation of operations and 
increased efficiency, its enactment would decrease administrative costs. 
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THE RAILROAD RETIREMENT ACT 


The method of computing benefits would be simplified by rounding the average 
“monthly compensation”? used in the computation of retirement benefits, and 
the “average monthly remuneration”’ used in the computation of survivor bene- 
fits, to the next lower multiple of $1 (sees. 1 (a) and 2 (j) of the bill). The amounts 
of both retirement and survivor annuities when not in a multiple of $0.10 would 
be raised to the next higher multiple of $0.10 (sec. 1 (e)). These amendments 
would have no material-effect on the amount of the monthly annuities but are 
designed to simplify the computing processes. The rounding of the average 
“monthly compensation,” the ‘‘average monthly remuneration,’’ and the monthly 
annuities, would make the construction of computation tables, and the use of 
such tables in the computing processes, relatively simple. Without these changes 
the use of annuity computing tables would not be feasible because they would 
necessarily be too voluminous and cumbersome. 

Survivor annuities in any monthly amount of less than $5 may, under present 
provisions, be paid in a single sum equal to the commuted value. The Board 
would be authorized to pay the commuted value of retirement annuities in a 
single lump sum when the monthly amount is less than $5, which can only be 
done under present provisions when the monthly amount is less than $2.50 
(sec. 1 (d)). 

An employee’s closing date which is a factor in determining his average monthly 
remuneration used in computing survivor benefits, would be changed from the 
quarter of death or the quarter in which he both became 65 and was completely 
insured, to either (1) the first day of the first calendar year in which he became 
65 years of age and insured; (2) the first day of the calendar year in which he 
died; or (3) the first day of the calendar year following the day of his death, which- 
ever would produce the highest benefits (sec. 2 (j)). This change would simplify 
the computation of survivor benefits because compensation used in such computa- 
tion would accord with reports of compensation made by employers on an annual 
basis and there would be no need to determine how much of the compensation 
was paid with respect to particular quarters. The proposed closing dates would 
accord with the closing dates under the Social Security Act. This is pertinent 
because the Board must determine the amount of benefits, or the additional 
amount of benefits, which would be payable under the Social Security Act on 
the basis of the employee’s railroad service if such service after 1936 were employ- 
ment subject to the Social Security Act. This is required because, under the so- 
salled social security minimum provision of the Railroad Retirement Act, if bene- 
fits under the railroad retirement formula are less than that amount they are 
increased to such amount. 

The maximum respecting the total of survivor annuities payable with respect 
to an employee would be made applicable after work deductions are effected (sec. 
2 (c)). This change would accord with a similar change which has been made in 
the Social Security Act by Public Law 734, 81st Congress, approved August 18, 
1950, and, in consequence, the application of the social security minimum would 
be simplified. The effect of this change would be to eliminate the double deduc- 
tion which results from the application of the present provision for determining 
the maximum before any work deduction is made. For example, assume that an 
employee whose basic amount is $63 is survived by a widow and four children, 
entitled to a survivor’s annuity upon application. All apply except the oldest 
child who expects to work and whose entitlement would add nothing to the total 
family benefit if the widow and the other children receive their benefits. The 
maximum family benefit would be 2% times the basic amount, or $168 monthly 
(which they would receive rather than the total produced by the regular formula 
of $189), as follows: The widow would receive $56, and each child would receive 
$37.3344 a month. Now, assume that the widow decides to work and does. 
Under the present provisions for applying the maximum before work deductions 
her monthly payments would cease and the children’s payments would remain as 
they were at $37.33 each. Also, if the fourth child decides not to work but to 
continue in school he could under the present provisions receive nothing. Under 
the proposed change, however, of determining the maximum after the work deduc- 
tion the three children’s payments could be increased to their regular amount of 
$42 each and the fourth child could apply and would receive his full share or $42 
under the regular formula since the increase for the three, and such share for the 
fourth, would increase the total only to the exact amount of the maximum of $168. 
The example assumes that the social security minimum provision would not apply 
at all. If it did apply, under present provisions, after the widow started work 
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benefits to the family would have to be recomputed in accordance with the social 
security minimum. Under the proposed amendment, no such recomputation 
would be required. 

The provision for calculating the minimum survivor annuity before making 
work deductions would not be affected by the bill. To compute the minimum 
after making a work deduction would nullify the work deduction provision at 
least to some extent. Assume a case where a widow’s benefit was, say, $9.60 and 
the child’s $6.40 so that the two would receive $16.00, or above the present family 
minimum of $15.40. If the minimum were applied after making the deductions 
required because the widow worked, the child would then receive $15.40, or 
almost as much as the two together had received before the widow began work 
and a recomputation of the benefits would have to be made, instead of merely 
stopping payment to the individual working. (If only one member of a family 
was entitled to benefits, if the work deduction was applied before the minimum, 
he or she would receive the minimum even though working and even though the 
original benefit was at the minimum.) 

Present provisions of the act requiring deduction from benefits of certain 
lump-sum payments under the Social Security Act and for the failure to have 
paid certain taxes for 1939 related to that act, would be eliminated for the reason 
that for all practical purposes they have become obsolete. This change would 
accord with similar amendments made in the Social Security Act in 1950 and 
1954 (sec. 2 (d)). 

The provisions of the Railroad Retirement Act respecting the crediting of 
wages and self-employment income covered by the Social Security Act in the 
computation of survivor benefits would be clarified. Such wages and self- 
employment income would be credited in the manner and to the extent credited 
for corresponding purposes of the Social Security Act (sec. 2 (g)). 

A career railroad employee who has 10 years of service and a current connection 
with the railroad industry would be accorded an insured status under the Rail- 
road Retirement Act to correspond with the insured status he would have under 
the Social Security Act if his railroad service after 1936 had been employment 
subject to the Social Security Act (sees. 2 (h) and 2 (i)). This would provide 
an advantage to the employee because under the so-called new start provisions of 
the Social Security Act an insured status may be acquired with relatively little 
service. This provision would be important, for the most part, only where the 
employee did not have 10 years’ railroad service after 1936 since an employee 
with 40 quarters of coverage (which is usually the equivalent of 10 years’ service 
after 1936) would be provided with an insured status under present provisions 
of the act. A completely insured status derived through this change by an em- 
ployee otherwise only partially insured would enable his widow, on the basis 
of age alone, or his parents, to obtain monthly benefits not otherwise payable 
under either the Railroad Retirement Act or the Social Security Act. Where an 
employee does not otherwise have either a partially or a completely insured 
status under the Railroad Retirement Act, the consequence of this provision’s 
enactment would be that benefits to his survivors would be payable under such 
act rather than the Social Security Act. (The lump sum under see. 5 (f) (2) 
of the Railroad Retirement Act would, in any event, be payable under the latter 
act.) 

For career railraod employees having 10 or more years of service creditable 
under the Railroad Retirement Act, or who have been awarded annuities, the 
Board would be authorized to make determinations of periods of disability re- 
specting the disability freeze provision of the Social Security Act (see. 1 (b)). 
This is important because in applying the social security minimum to benefits 
under the Railroad Retirement Act, it is necessary to take into account periods 
of disability, the elimination of which would increase benefits by increasing the 
employee’s average monthly wage, and in some instances would even provide 
eligibility through an ‘‘insured”’ status. Determinations of this character would 
be facilitated because the Board would be authorized to treat applications for 
disability annuities as applications for the determination of periods of disability, 
and also because the Board would be authorized to make such determinations 
on evidence in its possession, consisting of medical data obtained in connection 
with applications for disability annuities, and applications for sickness benefits 
under the Railroad Unemployment Insurance Act. 

Railroad service of an employee with less than 10 vears of such service would 
be treated as employment subject to the Social Security Act for the purposes of 
determining periods of disability by the Secretary of Health, Education, and 
Welfare (sec. 2 (e)). 
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The Board and the Federal Security Administrator would be required to supply 
each other, upon request, with certified reports as to determinations of periods 
of disability (sees. 2 (f) (1) and (2)). Determinations of the period of disability 
made by the Board or the Secretary of Health, Education, nt Welfare would be 
binding upon the other except that the disability period would not be applied in 
determining benefits in cases where its application would result in a denial or 
lessening of the amount of benefits under either the Retirement Act or the Social 
Security Act (sec. 2 (f) (3)). 

The order of payment of accrued but unpaid retirement annuities would be 
changed. They would be paid first to the employee’s widow or widower, but only 
if the widow or widower was living with the employee at the time of the latter’s 
death. If no such widow or widower survived, the accrued retirement annuity 
would be paid to the person found to be equitably entitled thereto by reason of 
having paid the burial expenses of the employee. If there be no such widow or 
widower and no person who paid the burial expenses, or if the total of the accrued 
annuity exceeded the amount of the burial expenses, the accrued annuity, or the 
excess over the burial expenses, would be paid to the children, grandchildren, 
parents, or brothers and sisters of the deceased employee in the order named. 
Of course, payment would be made to a class of survivors only if there is no person 
or persons in a higher class of entitlement who would be entitled to benefits at the 
time of payment (sec. 1 (c)). A person named in the order of priority will be 
entitled only if he or she will not have died before receiving payment. 

Under present provisions of law an employee’s widow or widower, though they 
have been estranged and living apart for many years is entitled to receive such 
accrued annuity ahead of all others. Often extensive investicvation is required to 
develop evidence in respect to the question as to who was the wife or husband 
of the employee at the time of such employee’s death, particularly when more 
than one individual claims a widow’s or widower’s status. It is often difficult 
to determine who actually is the widow or widower. This difficulty would be 
largely eliminated because the widow or widower could not receive the accrued 
annuity unless she or he was living with the employee at the time of such em- 
plovee’s death. This concept is now applied in determining entitlement to a 
widow’s, widower’s, or spouse’s annuity. 

The order of payment of accrued survivor annuities due but unpaid at the time 
of death of the person entitled thereto would also be changed. They would be 
paid in the same order as accrued retirement annuities except that payment 
would not be made to a person who has paid the burial expenses of the employee 
(sec. 1 (c)). The reason for this is the likelihood that the employee will have been 
dead for some time so that it would be difficult to ascertain the facts concerning 
payment of his burial expenses. 

The order of payment of accrued annuities due to a spouse of an employee but 
unpaid at the time of the spouse’s death would also be changed. They would te 
paid in the same order as accrued retirement annuities except that payment would 
first be made to the employee himself (sec. 1 (c)). 

Application for accrued and unpaid annuities would be required to be filed, in 
accordance with present provisions relating to unpaid annuities, prior to the ex- 
piration of 2 years after the death of the person originally entitled to such annui- 
ties. 

The regular insurance lump-sum benefit would be paid, under the bill, to the 
employee’s widow or widower who was living with such employee at the time of 
death and will not have died before receiving payment, and if no such widow or 
widower survived, it would be paid to the person who has paid the emplovee’s 
burial expenses to the extent of such payment (sec. 2 (a)). No one else would be 
eligible for the regular insurance lump sum. After payment to a payer of the 
burial expenses, the remainder, if any, would likely be small. Consequently, the 
necessity of determining the beneficiary, and making payment of, a rather small 
sum (which in many cases would be divided among several persons) would be dis- 
pensed with. Elimination of this adjudicative expense would be warranted since 
any amount of the insurance —— sum which is not paid would generally become 
part of the residual benefit which would likely be paid to the same person who 
would receive the insurance lump sum. The deferred insurance lump sum which 
becomes payable after a year following the death of the employee if survivor an- 
nuities for the year do not equal the lump sum would be paid in the order of pref- 
erence to the widow or widower, child or parent of the employee then eititled to a 
survivor annuity. 

The residual tump-sum benefit (under sec. 5 (f) (2)) would still be paid to the 
person or persons designated by the employee to receive it. Where there is no 
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such designation, payment would be made in the same manner as would be pro- 
vided for payment of accrued retirement annuities due but unpaid at death, ex- 
cept that such lump sum would not be used to reimburse the payer of the burial 
expenses of the employee, and if there are no survivors entitled, payment would 
be made to the employee’s estate (sec. 2 (b)). Under present law, brothers and 
sisters are not entitled to receive payment of the residual lump sum ahead of the 
employee’s estate. The reason the bill provides for the payment to them before 
payment to the employee’s estate is that the number of cases in which the residual 
lump sum would be payable to the deceased employee’s estate would be reduced 
and, further, the Board would be spared the necessity of determining heirs under 
State inheritance laws, where, because of the size of the estate, the appointment 
of an administrator is not required. 

The bill would authorize the Board to bear the expenses, tuition and salary of 
employees designated by it to attend training courses at certain training institu- 
tions, but not exceeding 240 class-hours in a calendar year for any one employee 
(secs. 3 (1) and 205 (b)). This provision would obviously promote efficiency and 
improve administration. 

he penalty for willfully refusing to make any report to the Board that is re- 
quired, or for making or causing to be made a false or fraudulent report, or for 
making or causing to be made a false or fraudulent statement or claim for the pur- 
pose of causing an award of benefits would be a fine of not more than $10,000, or 
imprisonment for not exceeding 1 year, or both (sec. 4 (b)). Under present 
provisions the penalty that may be imposed for such an offense is a fine in the 
stated amount or imprisonment for the stated period, but both a fine and imprison- 
ment may not be imposed. All fines and penalties imposed by a court pursuant 
to this provision would be paid to the court and remitted from time to time by order 
of the judge to the Treasury of the United States to be credited to the railroad 
retirement account. 

The Board would be authorized to place nine positions in its service within the 
so-called supergrades in the classified service. These would include 4 positions 
in grade GS-16, 4 positions in grade GS-17, and 1 position in grade GS-18 of the 
general schedule established by the Classification Act of 1949 (sec. 3 (2)). This 
provision would be in accord with the present policies respecting the Federal 
service and would enable the Board to compensate adequately individuals in 
important and key positions which are vital toits operations. As a consequence 
the Board could obtain and retain employees in these positions which might not 
otherwise be possible. 


EFFECTIVE DATES OF AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


The amendments in the bill with respect to the computation and payment of 
annuities would be effective with respect to annuities awarded on or after the date 
on which the bill is enacted. 

The amendments to add a new basis for acquiring a “‘completely’’ and a 
“partially” insured status would be effective with respect to deaths occurring on 
or after the date on which the bill is enacted, and with respect to deaths occurring 
earlier if no survivor of the deceased employee became entitled, before such date, 
to monthly benefits under the Social Security Act because of such death. 

The amendments to authorize the Board, instead of the Secretary of Health, 
Education, and Welfare, to make determinations of ‘periods of disability”? within 
the meaning of section 216 (i) of the Social Security Act with respect to individuals 
with 10 or more years of creditable service covered by the Railroad Retirement Act 
would be effective with respect to determinations of such periods made on or after 
the date the bill is enacted. 

The amendments to make changes with regard to beneficiaries of accrued but 
unpaid annuities and of lump-sum benefits would be effective with respect to 
deaths occurring after the month in which the bill is enacted. 

The amendments with respect to determining the maximum amount of annuities 
in survivor cases, eliminating certain deductions in survivor annuities, and 
specifying the manner of crediting social security wages in computing survivor 
benefits under the Railroad Retirement Act would be effective for annuities 
accruing for months after the month in which the bill is enacted. 

The amendment crediting to the railroad retirement account amounts collected 
as fines or penalties pursuant to the Railroad Retirement Act would be effective 
with respect to fines and penalties imposed on and after the date on which the bill 
is enacted. 

The amendment to authorize imposing a penalty of both a fine and imprison- 
ment instead of just-one or the other for violating certain provisions of the Rail- 
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road Retirement Act would be effective with respect to offenses committed on or 
after the date the bill is enacted. 

All other amendments in the bill to the Railroad Retirement Act would be 
effective on the date the bill is enacted. 


THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Remuneration for a working day which includes a part of each of 2 consecutive 
calendar days would be deemed to have been earned on the first day, instead of the 
second as at present, and an employee engaged in such work would be deemed by 
reason thereof not available for work on the second of such calendar days, instead 
of the first as at present (sec. 201 (a) (1)). This would conform the Railroad 
Unemployment Insurance Act in this respect to the practices of the industry and 
so would avoid difficulties and delays in obtaining information and deciding claims. 

An employee who receives not more than $3 a day for part-time or “subsidiary”’ 
work would be permitted to receive unemployment or sickness benefits for that 
day if otherwise qualified (sec. 201 (a) (2)). Under the present law he may not 
receive such benefits for a day in which he receives more than $1 for part-time 
work. 

The railroad unemployment insurance administration fund, which is not now 
included in the “unemployment trust fund,’’ would be so included (sees. 201 (b), 
204, and 205). 

The disqualification as a day of sickness or unemployment with respect to an 
employee applicable to any day for which he receives social insurance payments 
under the law of any State or of the United States would be changed to include 
such payments under any law (sec. 202). This would have the effect of removing 
a discrimination in favor of employees in Canada and other foreign countries, by 
providing a disqualification for days with respect to which they receive social 
insurance payments under Canadian or other foreign law similar to the present 
disqualifications now applicable to employees in the United States receiving 
benefits under Federal or State social insurance laws. 

The Secretary of the Treasury would be required to include in the “unemploy- 
ment trust fund’? amounts deposited by the Board to the credit of the railroad 
unemployment insurance administration fund (sec. 204 (a)) and he would be 
required also to maintain a separate account for such fund and credit it with a 
proportionate part of earnings of the unemployment trust fund (sec. 204 (b)). 
The Secretary would also be required to pay out of the railroad unemployment 
insurance administration fund such amounts as the Board may duly certify for 
the payment of administrative expenses (sec. 204 (c)). Under present provisions 
the railroad unemployment insurance administration fund is not included as a 
part of the trust fund and no interest is credited to the railroad unemployment 
insurance administration fund, as would be the case under the bill’s provisions. 
(These provisions of the bill are amendatory of provisions of the Social Security 
Act because of the establishment of the “railroad unemployment insurance 
account” in the “unemployment trust fund”’ by amendments to the Social Security 
Act in the original Railroad Unemployment Insurance Act.) 

A provision of existing law for employing persons to administer the act and 
prescribing their remuneration in accordance with the civil service laws and the 
Classification Act of 1923, and for fixing the salary of the Director of Unemploy- 
ment Insurance at $10,000 per annum would be changed so that the civil service 
laws and the Classification Act of 1949 would govern employment and remunera- 
tion of all persons including the Director (sec. 206). The effect of this is merely 
to eliminate provisions rendered obsolete by other legislation and to make the 
provision accord with such other legislation, 


EFFECTIVE DATES OF AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE 
ACT 


The amendments to the Railroad Unemployment Insurance Act to change the 
basis of registration in connection with a day’s work carrying through from one 
day to the next would be effective with respect to registration periods in benefit 
years after the benefit year ending on June 30, 1957. 

The amendments to the Railroad Unemployment Insurance Act to remove the 
present discrimination in favor of individuals outside the United States in the 
payment of unemployment and sickness benefits would be effective with respect 
to days in benefit years after the benefit year ending on June 30, 1957. 

All other amendments to the Railroad Unemployment Insurance Act would be 
effective, except as otherwise indicated therein, on the date the bill is enacted. 
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As stated in the beginning, all the members of the Board concur in the con- 
viction that the bill would not increase significantly the cost of benefits under 
either the Railroad Retirement Act or the Railroad Unemployment Insurance 
Act, and that it would, on the other hand, greatly facilitate and improve the 
administration of both acts to enable the Board to serve better the beneficiaries 
of the systems with a savings in administrative costs. Therefore, the Board 
recommends that the bill be reported favorably. 

The Board understands that the representatives of railway labor and of railway 
management are in favor of the enactment of the bill. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 


Senator Morse. Our first witness is Mr. Howard Habermeyer, 
Chairman of the Railroad Retirement Board, and his associates. 

Before the Chairman of the Board proceeds, this is the first oppor- 
tunity I have had as chairman of the Subcommittee on the Railroad 
Retirement of the Senate Committee on Labor to express my apprecia- 
tion to you, sir, for the cooperation that you and your colleagues on 
the Board and your very efficient professional staff have given to us 
in our work on railroad retirement legislation. 

As I said half facetiously and half seriously when I met you this 
morning, we are in the process of hammering out the Railroad Retire- 
ment Act. We are unanimous on one thing: That is that neither 
the carriers nor the brotherhoods are going to completely approve the 
product of our labor. But we do think that that it is going to be a 
substantial improvement over the present railroad retirement law 
and in the long run will prove that those of us who have sat in the 
impartial middle have really been doing a job we hope will be con- 
structive in respect to the legitimate interests of both the carriers and 
the brotherhood. 

But I did want this record to show that you have been very helpful 
to us in supplying us with the factual information that we have needed 
in order to come to some of the tentative, at least, judgments that 
we have already reached in our deliberations in the writeup of the 
railroad retirement bill. 

For the record I want to say we hope to report a bill oat of the sub- 
committee sometime next week to the full committee. 

Now, Mr. Chairman, you may proceed in your own way on S. 2020. 


STATEMENT OF HOWARD W. HABERMEYER, CHAIRMAN, RAIL- 
ROAD RETIREMENT BOARD; ACCOMPANIED BY HORACE W. 
HARPER, MEMBER, AND DAVID B. SCHREIBER, ASSOCIATE 
GENERAL COUNSEL, UNITED STATES RAILROAD RETIREMENT 
BOARD 


Mr. Hasermeyer. Mr. Chairman, first let me express my thanks 
for the complimentary remarks you made about the Board and 
especially the staff of the Board. We stand ready at all times to aid 
and assist the committee in any way possible. 

I have a statement which I will give to the reporter for the record. 

The Board unanimously favors enactment of S. 2020, a bill to 
amend the Railroad Retirement Act and the Railroad Unemployment 
Insurance Act. The Board submitted a detailed report on the bill to 
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this committee on August 7, 1957. In this statement, I shall explain 
briefly why the Board favors the bill and how its enactment would 
improve the administration of the acts. 

The amendments are technical and are designed principally to 
simplify and improve administration of the ac ts. They would also 
correct certain inequities and anomalies, eliminate references to obso- 
lete laws, and insure that the provisions conform with comparable 
provisions in the Social Security Act. This latter change is especially 
important because of the provision in the Railroad Retirement Act 
guaranteeing that monthly benefits shall not be less than would be 
payable under the Social Sec urity Act. 

This bill would not affect the cost of benefits under the systems in 
any significant amount. Actually, through the simplification and 
improvement of operations, administrative costs would be lowered. 


RAILROAD RETIREMENT ACT 


Part I of the bill would amend the Railroad Retirement Act by 
ma king the following changes: 

Computation of the mot nthly compensation, average monthly 
aie. and the amounts of retirement and survivor annuities 
would be simplified (sees. 1 (a), 1 (e), and 2 (j)) 

2. Payments of small annuities in the form of commuted lump sums 
would be made on the same basis for retirement as for survivor annul- 
ties (sec. 1 (d)). 

3. Calculation of the average monthly remuneration would be sim- 
plified by using closing dates consistent with those provided in the 
Social Security Act (see. 2 (j)) 

The provision for maximum. family benefits to survivors would 
be applied to the benefits remaining after work deductions have been 
mene as in the Social Security Act (see. 2 (c)). 

The prov ision for deductions from be ne fits of lu a a payments 
ee the 1935 Social Security Act and of certain unpaid taxes would 
be eliminated (sec. 2 (d)). 

The provision for crediting wages and self-employment income 
toward survivor benefits would be made consistent with the present 
language of the Social Security Act (sec. 2 (g)) 

An employee insured under the Railroad Retirement Act would 
have an insured status no less favorable than under the Social Security 
Mt (sees. 2 (h) and 2 (i)). 

The Board would have the authority to make disability-freeze 
de :. rminations for career railroad employees with 10 or more years 
of service while ae ane for employees with less than 10 years 
of pence would be made by the Social Security Administration 
(secs. 1 (b), 2 (e), 2 (f) (1), 2 ({) (2) and 2 (f) (3)). 

9. C eg oul be made in the order of payment of annuities to 
retired employees, spouses, and survivors which are due but unpaid 
at death (see. 1 (c)). 

10. Changes would be made in the order of payment of insurance 
lump-sum and residual payments (sec. 2 (a) and 2 (b)) 

The bill would authorize the Board, subject to certain limita- 
tions, to pay expenses, tuition, and salary of employees designated 
by the Board to take courses at certain training institutions (secs. 


(1) and 205 (b)). 
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12. The penalties for false or fraudulent reports to the Board would 
be made consistent with similar provisions under the Railroad Unem- 
ployment Insurance Act and would be deposited in the railroad 
retirement account (sec. 4 (b)). 

13. The Board would be authorized to establish nine positions in 
grades GS-16 to GS-18 (sec. 3 (2)). 

A brief explanation of these matters follows: 

1. Simplification of computations: The method of computing bene- 
fits would be simplified by rounding to the next lower multiple of $1 
the monthly compensation used in the computation of retirement 
benefits and the average monthly remuneration used in the computa- 
tion of survivors insurance benefits. The amount of a retirement or 
survivor annuity which is not a multiple of $0.10 would be raised to 
the next higher multiple of $0.10. These changes would greatly 
simplify the calculations of the averages of earnings on which amounts 
of benefits are based. They would also make possible the preparation 
of relatively simple annuity tables based on the averages and other 
figures thus eliminating the actual computation of annuities in hun- 
dreds of thousands of future benefit claims, and thereby speeding up 
their handling. The amendments would have a trivial effect on the 
amounts of annuities, either individually or in the aggregate, since 
the reduction of the monthly compensation and average monthly 
remuneration to the next lower multiple of $1 would be made up, 
substantially, by raising the retirement or survivor annuity to the 
next higher multiple of $0.10. 

2. Lump-sum payments of small retirement annuities: Under 
present law, a retirement annunity must be less than $2.50 before it 
may be paid in a single sum equal to its commuted value. However, 
a survivor annuity of up to $5 may be commuted. Under the bill, 
the same limit—$5—would apply in the commutation for both the 
retirement and survivor annuities. Actually, the provision would 
have little application, since only in extremely special cases would 
annuities in such small amounts be payable. 
= 3. Closing dates: Under present law, the closing date (that is, the 
date after which earnings are not counted) in the calculation of aver- 
age monthly remuneration is the first day of the calendar quarter in 
which the employee died or in which he reached age 65 and was com- 
pletely insured. Under this bill, the closing date would always be 
the first day of the calendar year as under the Social Security Act. 
Conformity with the provisions of the Social Security Act would 
substantially simplify the computation of survivor benefits under the 
regular railroad formulas. 

4. Application of maximum survivor benefit provision after work 
deductions: Under the Railroad Retirement Act, the maximum 
survivor benefit provision is now applied before making deductions 
under the work clause. Under the Social Security Act, the family 
maximum is applied after the application of work-clause deductions. 
This change would create consistency with the Social Security Act 
and would also simplify application of the maximum provisions. At 
present, the social security minimum guaranty provision sometimes 
applies only because of this lack of consistency. The provision for 
calculating the minimum survivor annuity before making work deduc- 
tions would not be affected. The principal effect of this change, 
therefore, would be to improve administration of the survivor benefit 
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provisions by eliminating the confusion resulting from the conflicting 
treatment of work deductions in maximum benefit cases. 

5. Deductions from benefits of lump-sum payments and unpaid 
taxes: The bill would eliminate present provisions of the act which 
require deductions from monthly annuities of certain obsolete types 
of payments, such as lump-sum payments under the Social Security 
Act and of unpaid taxes for 1939 of employees over age 65. This 
change would agree with similar amendments in the Social Security 
Act, which were made because little or no basis for such deductions 
existed. 

6. Crediting of wages and self-employment income: The provisions 
for crediting soc ‘ial-sec urity wages and self-employ ment income in 
the computation of railroad survivor benefits would be made consistent 
with the corresponding provisions of the Social Security Act as 
amended in 1954 by the removal of language made unnecessary as a 
result of such amendments. 

Insured status of employees: Under present law, there are some 
employees who are only partially insured at death under the Railroad 
Retirement Act but who, by reason of the new start provisions of the 
Social Security Act, would have died fully insured if their employment 
had been covered by that act. The amendment would provide for 
such employees to have a completely insured status under the Railroad 
Retirement Act, which is comparable to a fully insured status under 
the Social Security Act. This provision would be important, for 
practical purposes, only for employees whose total railroad service 
does not include at least 10 years of such service after 1936. 

8. Disability freeze determinations: The Railroad Retirement Act 
would be amended to simplify the application of the disability freeze 
to career railroad employees. This change is important because, in 
applying the social security minimum provision, it is now necessary 
to take into account “periods of disability” as provided in the Social 
Security Act. Under present arrangements, the Board makes recom- 
mendations for the establishment of “periods of disability” and the 
Social Security Administration makes the formal determinations. 
This procedure produces the same results with respect to the benefits 
payable to railroad employees but is cumbersome and introduces un- 
necessary delays and expense. Under the bill, the Board would have 
the authority to make disability freeze determinations for railroad 
employees with 10 or more years of service while determinations for 
employees with less than 10 years of service would be made by the 
Social Security Administration. This provision for equal authority in 
each agency to make determinations in matters within their respective 
jurisdictions follows similar equality of authority with regard to cover- 
age under the two systems (in effect for 22 years) ) and for financial 
interchange determinations enacted in 1946 and again in 1951. The 
Board and the Federal Security Administrator would supply each 
other with certified reports of determinations of “periods of dis- 
ability” which would be binding upon each agency. In connection 
with this provision, we suggest that the date “1957,” in line 3 on 
page 3, be changed to ‘1958,’ in order to conform to the change in 
the Social Security Act made by the enactment of Public Law 85—109 
on a 17, 1957. 

. Annuities due but unpaid at death: The bill attempts to simplify 
ss treatment of annuities due but unpaid at death of the beneficiary 
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by modifying the order of precedence in which survivors may receive 

them. A retirement annuity which is due but unpaid at death would 
be paid to the employee's widow (or widower) if she was living with 
the employee at the time of his death. If there were no such surviving 
widow (or widower) the payment would be made, on a prorata basis, 
to the persons who paid the employee’s burial expenses. Any excess 
over the amount of the burial expenses would be paid to children, 
grandchildren, parents, or brothers and sisters of the deceased em- 
ployee, in the order named. 

Payment of accrued survivor annuities would be paid in the same 
order as for accrued retirement annuities. However, no payments 
would be paid to persons who paid the burial expenses of the employee 
because of the difficulty of establishing the facts concerning payment 
of such expenses of an employee who had been dead for some time. 
Thus, the order of payment of accrued survivor annuities would be 
widow, widower, children, grandchildren, parents, and brothers and 
sisters. 

Accrued annuities due a deceased spouse would be paid, first, to 
the employee himself, and next in the order specified for accrued re- 
tirement annuities. 

10. Insurance and residual lump-sum benefits: Payment of the 
regular insurance lump-sum benefit would be limited to the employee’s 
widow (or widower) who has been living with the employee at the 
time of his death and who w il not have died before receiving such lump 
sum, or to persons who paid the employce’s burial expenses. No one 
else could receive the regular insurance lump sum. This change would 
eliminate payment of many small amounts to other relatives of the 
deceased employee (i. e., adult children, nondepende nt parents, ete. 
which would generally become part of the residual benefit. The 
deferred insurance lump sum would still be paid to the widow or 
widower, child or parent of the employee; this payment is made when 
survivor annuities in the year following the death of the employee 
are less than the full amount of insurance lump sum. In connection 
with this provision we suggest a correction of a typographic ai error 
appearing on page 7, line 11. The word “after” should be striken, 
and the words ‘“‘beginning with,” be substituted in lieu thereof. 

The residual lump-sum benefit would be paid to a designated 
beneficiary as under present law, or if no beneficiary has been 
conignaten, in the order provided in section 2 (b) of the bill. 

Payment of expenses for training employees: The bill would 
ee the Board to pay the expenses, tuition, and salaries of 
employees designated by the Board to attend courses at certain 
training institutions. This provision is an important step in the 
development of technical personnel in the Board. The amount of 
training per employee would be limited to 240 class hours per year, 
and the cost of such training would always be under the close scrutiny 
of the Board. 

12. Penalties for false reports: This proposal is to require that fines 
and penalties, if any, collected for false and fraudulent reports be 
deposited in the railroad retirement account, and, in general, would 
conform to the corresponding provisions in the Railroad Unemploy- 
ment Insurance Act. 

13. Establishment of supergrades: The Board would be authorized 
to place nine positions in grades GS-16 to GS-18. These would in- 








AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 1937 2] 


clude 4 positions in grade GS-16, 4 in grade GS-17, and 1 in grade 
GS-18. This provision would enable the Board to compensate ade- 
quately persons in important and key positions which are vital to its 
operations. 


RAILROAD UNEMPLOYMENT INSURANCE ACT 


Part II of the bill S. 2020 would also make a number of changes in 
the Railroad Unemployment Insurance Act: 

1. Compensation for a working day, which includes part of 2 con- 
secutive calendar days, would be considered compensation for the 
first day, instead of compensation for the second day as at present, 
and would result in no substantive change (sec. 201 (a) (1)). 

2. The amount of earnings which may be considered as “subsidiary 
remuneration,” and therefore not affecting payment of benefits, 
would be increased from $1 to $3 a day (sec. 201 (a) (2)). 

3. The railroad unemployment i insurance administration fund would 
be included in the ‘unemployment trust fund”’ in order to earn interest 
the same as the railroad unemployment insurance account (secs. 201 
(b), 204 and 205 (a)). 

4. For the purpose of determining the contribution rate for any 
calendar year, the balance in the railroad unemployment insurance 
administration fund as of September 30 of the next preceding calendar 
year would be considered part of the balance in the railroad unemploy- 
ment insurance account (sec. 203). 

5. The disqualification with respect to any day for which an 
employee receives other social insurance payments would be changed 
to apply to such payments under any law instead of being restricted 
to State or Federal laws (sec. 202). 

6. The provision referring to the Classification Act of 1923, would 
be changed to agree with existing civil service law, and the provision 
for hiring a Director of Unemployment Insurance at $10,000 per 
annum would be stricken (sec. 206). 

1. Compensation for overlapping shift: At the present time, com- 
pensation for a night shift which includes parts of 2 calendar days is 
defined by law as earned on the second of the 2 days. However, the 
general practice in the railroad industry is to consider that such 
remuneration is earned on the first of the 2 days. The change pro- 
posed would modify the Railroad Unemployment Insurance Act so 
as to make it conform with the practice in the industry. This would 
eliminate misunderstanding which has caused difficulties and delays 
in obtaining information and deciding claims, and would not result 
in any substantive change. 

2. Subsidiary remuneration: Under the present law, an employee 
who earns not more than $1 a day for part-time or subsidiary work 
may receive unemployment or sickness benefits for that day if other- 
wise eligible. The bill recognizes the change in pay scales, et cetera, 
which have occurred over the last 20 years, and would increase the 
amount of subsidiary remuneration permitted for part-time work to 
$3 per day. 

3. Inclusion of administration funds in trust fund: As you know, 
the unemployment trust fund was established by section 904 of the 
Social Security Act as a joint fund in which State unemployment 
insurance contributions are deposited. The railroad unemployment 
insurance account is now part of this fund but the railroad unemploy- 
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ment administration fund is not. The bill would amend the Railroad 
Unemployment Insurance Act, and where necessary the Social Secur- 
ity Act, so that the administration fund would be included in the 
unemployment trust fund. This would require the Secretary of the 
Treasury to credit the railroad administration fund with a propor- 
tionate part of the interest earnings of the unemployment trust fund. 
Such interest is not now paid although funds collected under the 
Railroad Retirement Act, and not immediately needed for adminis- 
tration, do draw interest. This difference in treatment of money 
collected under the two laws should, in the opinion of the Board, be 
eliminated. 

4. Determination of contribution rates: At the present time, the 
unemployment contribution rate for a calendar year is determined 
from the balance in the railroad unemployment insurance account in 
accordance with a table in section 8 (a) of the Railroad Unemployment 
Insurance Act. The change proposed would include the balance in 
the railroad unemployment insurance administration fund as part of 
the balance in the account for this purpose. In other words, the deter- 
mination would be based on all the money available for the system 
where now the administration fund is excluded. 

5. Disqualification for other payments: At the present time, an em- 
ployee who is entitled to social insurance payments under the law of 
any State or of the United States may be disqualified for unemploy- 
ment or sickness payments if he receives the other payments for the 
same days. This has proven to be a discrimination against United 
States employees as compared with employees in foreign countries. 
The bill would remove this discrimination by changing the disqualifica- 
tion to apply to other social insurance payments under any law. 

6. Reference to civil-service laws: The bill would bring the Railroad 
Unemployment Insurance Act up to date by eliminating a reference 
to civil-service laws and the Classification Act of 1923, and replacing 
it with a reference to the Classification Act of 1949, as amended. The 
section would also remove the statement that the Board may fix the 
salary of a Director of Unemployment Insurance at $10,000 a year. 

Sections 207 and 208, on page 17 of the bill, provide the effective 
dates of some of the amendments to the Railroad Unemployment 
Insurance Act. These dates assumed the enactment of this bill last 
year, but now the figure ‘‘1957”’ in lines 4 and 7 on that page should 

e changed to 1958.” 

As you know, this bill is sponsored by both the Association of 
American Railroads and the Railway Labor Executives’ Association. 
The latter has requested the Board to draft an amendment to this 
bill, and the former agreed to it, under which section 202 (t) of the 
Social Security Act would be inapplicable to individuals covered 
under the Railroad Retirement Act but whose employment credits 
are transferred to the social security system. This amendment would 
be added at the end of the bill as sections 301 and 302, and I offer for 
the record a draft of this amendment for your consideration. I shall 
not take the time to discuss this amendment because I understand 
Mr. Schoene will go into it in detail when he testifies in support of 
this bill. 

Senator Morss. The amendment will be received at this point in 
the record. 
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(The document referred to follows:) 


ProposED AMENDMENT TO SEcTION 202 (t) oF THE SocraL Security Act 


On page 17, after Section 207 (c), insert the following: 


“PART III—AMENDMENTS TO THE SOCIAL SECURITY ACT 


“Src. 301. Section 202 (t) of the Social Security Act is amended by changing 
the period at the end of paragraph (4) thereof to a comma and inserting thereafter 
the word ‘or’ and the following: 

*“*(E) the individual on whose employment such benefit is based had been in 
service covered by the Railroad Retirement Act which was treated as employment 
covered by this Act pursuant to the provisions of section 5 (k) (1) of the Railroad 
Retirement Act.’ 


“Sec. 302. The amendments made by section 301 of this Act shall apply with 
respect to monthly benefits under section 202 of the Social Security Act for 
months after December 1956, and with respect to lump-sum death payments under 
such section 202 in the case of deaths occurring after December 1956.” 

Senator Morse. Senator Allott, any questions? 

Senator Attorr. I have no questions. 

Senator Morss. I am going to ask counsel of the subcommittee, 
Mr. Bernstein, if he has any questions he wishes to ask for clarifica- 
tion purposes. 

Mr. Bernstein. Just a few for clarification purposes, Mr. Haber- 
meyer. 

In your statement, items 9 and 10, you would introduce as a 
statutory requirement for certain survivor benefits that a widow be 
“living with” the employee. This is a provision that the Social 
Security Administration follows. 

I wondered how it is contemplated this would take care of hos- 


pitalized persons who are perhaps in institutions for a considerable 
amount of time before death, and how it is contemplated it would 
apply to legally separated persons who nonetheless are man and wife, 
and the husband is responsible for the — of the wife. 


Mr. HaserMEYeER. Your question involves a legal interpretation 
and I would like to call on our Associate General Counsel Mr. Schrei- 
ber, if you don’t mind, to answer that. 

By interpretation we have interpreted “living with” quite broadly, 
I can assure you. 

Senator Morse. Come up to the witness table, Mr. Schreiver. 
We are glad to have you with us. 

Mr. Scurerser. The answer, Mr. Bernstein, is quite simple. We 
have held, as social security has, too, in such situations where the 
separation is temporary, that there is “living with.” In other words, 
there are situations in which separation is deemed temporary, such as 
the case you give, hospitalization. That is a temporary, not a per- 
manent separation, and the spouse is deemed to be “living with.” 
Or the widow is deemed to have been “living with.”’ 

Mr. Bernstein. That was my understanding. I wanted it for the 
record. 

What about the situation in which the husband and wife are legally 
separated but there is a legal requirement for the support of the wife? 

Mr. Scurerser. In that case there would be “living with,” too, 
under the law. Under the present law a person is deemed to be living 
with the spouse, either if they live in the same house or if the spouse 
is contributing regularly to the other’s support or there is a court order 
in effect requiring the spouse to contribute to such support. 
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Mr. Bernstein. Would it be contemplated in regard to the 
expenses for training employees as an additional check that the 
amounts expended would be included in the Board’s annual report? 

Mr. Scurerser. Yes. 

Mr. HaBerMEYER. Yes. 

Mr. Bernsrern. In regard to 

Senator Morsz. May I interrupt at that point? 

In regard to this training program, would these trainees be per- 
forming any work for the Board at the same time they are taking the 
training? 

Mr. ScurerBer. Yes; it depends upon where he would take his 
training. Let us assume he is taking his training at the University 
of Chicago. Let us assume he is taking his training in the afternoons. 
He would be in the Board in the morning. On the other hand, if he 
was taking his training out of town, he would not be. 

Mr. Hasermeyer. | think the thing that prompted this amendment 
was the fact that a few years ago I was awarded a scholarship to attend 
the American Management Association’s management course and, 
as an employee—— 

Senator Attorr. I wonder if you could speak up a little, please, sir. 

Mr. Hasermeyer. Yes, sir. I said the thing that prompted this 
amendment was that a couple of years ago, as an employee of the 
Board, I was awarded a scholarship by the American Management 
Association to attend a 4-week training course and found that the 
Board had no authority to pay my expenses. I was required to take 
annual leave and pay my own expenses in order to attend this training 
course. 

I would hate to have that happen to any other Board employee 
and I feel, as I pointed out a moment ago, that it is becoming more and 
more important that the Board recognize and do something about the 
training and development of its individuals so that they can perform 
more competently. 

Senator Attorr. Mr. Chairman, as you know, I told you I had 
another committee meeting at 10:30. I don’t like to interrupt Mr. 
Bernstein but 

Senator Morse. You go right ahead. 

Senator Atuorr. I have 2 or 3 questions which I would like to 
propound to you. 

On page 9 of the bill, at the top of the page, you have authorized 
some supergrades with respect to some new ones, nine of them. 

Now, I would like to ask the following questions: How many 
supergrades does the Board now have? 

Mr. HaserMeyYer. Two. 

Senator Atuorr. And this would increase it by nine. 

Mr. Hasermeyer. No; it would increase it by seven. 

Senator AtLorr. Two plus seven, then. 

Mr. Hasermeyer. Yes; the total would be nine. 

Senator Atiorr. Now, how much would these new grades cost addi- 
tionally each year? 

Mr. Hasermeyer. I don’t have that figure at the moment, but I 
can furnish it for the record. 

Senator AtLorr. Will you supply those figures for the record, please? 

Mr. Hasermeyer. Yes, certainly; I will be glad to. 
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Senator ALtLorr. By way of proportion of such supergrades in rela- 
tion to the total employees of the Board, how would the proposed 
number of supergrades compare to other agencies? Now, I pre- 
sume—— 

Mr. HaperMeyer. I would have to do some checking on that. We 
have about 2,500 employees. 

Senator AtLorr. You would have to get this from other sources, 
but will you at the same time you furnish the other information also 
furnish that for us, Mr. Habermeyer. 

Mr. Hapermeyer. Yes. Certainly. 

(See p. 36.) 

Senator AtLtorr. Thank you. 

That is all I have. 

Senator Morse. Any questions? 

Senator ALLorr. Oh, one other question I forgot. 1 had it here and 
I forgot it. 

On these supergrades, so that the record will be clear, who would 
pay these people? The Government? Or would their salaries come 
out of the funds contributed jointly by—or taxes, if you want to eall 
them that—they are not taxes even though the law calls them that 
or funds contributed jointly by the railroads and the employees? 

Mr. HaperMeyer. They would come out of the taxes, as you men- 
tioned, paid by the railroad employees and the employers. 

Senator Attorr. Thank you very much. 

Mr. Hasermeyer. Both groups, of course, support the creation 
of these jobs. 

Senator AuLorr. I can’t hear you. 

Mr. HaserMeyer. Both groups, railroad labor and railroad man- 
agement support the creation of these nine jobs for this Board. 

Senator AtLorr. I want to say that, Mr. Habermeyer, that doesn’t 
necessarily mean it is right. We still have some obligations 
Members of the Senate 

Mr. HapermMeyer. Oh, certainly; but | feel that the staff of the 
Board has earned and merits this consideration. 

Senator ALLorr. Well, that is the reason for these questions of mine. 

Mr. HaBeRMEYER. Yes. 

Senator Attorr. So that I can determine in my own mind how I 
shall vote on this. 

Thank you, Mr. Chairman. 

Senator Morse. You are welcome. 

Mr. Bernstein, any more questions? 

Mr. Bernstein. Just one other question. 

In regard to the proposal to include unemployment insurance 
administration funds in the fund, is it contemplated that this might 
result in some tax savings by the carriers, possibly bringing it into the 
lower bracket? 

Mr. Scurerper. Yes; retaining it in a lower bracket. At the 
present time, we do not include that in the fund, but a difference of a 
few million dollars as of September 30 of any year may result in a 
higher contribution rate on the part of the carrier the following 
January. Under this proposal they would save sometimes, it is 
possible, as much as a half percent of the payroll. 

Mr. Bernstein. The funds might also draw interest which would 
contribute to that saving. 


as 
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Mr. ScureiBer. Yes. 

Mr. Bernstetn. Those are all the questions I have. 

Senator Morse. Thank you. 

Mr. Harper? 

Mr. Harper. The statement Mr. Habermeyer has read was pre- 
pared for the Board as a whole. I subscribe to it and adopt it as my 
own, and I am going to presume to say that Mr. Healy, the railroad 
member who could not be here today, likewise subscribes to this state- 
ment. 

Senator Morse. It is my understanding that all members of the 
Board join in the chairman’s statement here this morning and we may 
consider his testimony the testimony of all three members of the 
Board. 

Mr. Harper. That is right. 

Senator Morse. The next witness will be Mr. Charles Schottland, 
Commissioner, Social Security Administration. 

Mr. Schottland, we are very glad to have you before us. We ap- 
preciate your contribution to this fine conflict that apparently exists 
in regard to this proposed legislation. 

Proceed in your own way. 


STATEMENT OF CHARLES I. SCHOTTLAND, COMMISSIONER, 
SOCIAL SECURITY ADMINISTRATION; ACCOMPANIED BY 
ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL SECURITY AD- 
MINISTRATION, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE, AND CARL V. GALAWAY, BUREAU OF OLD-AGE AND 
SURVIVORS INSURANCE, SOCIAL SECURITY ADMINISTRATION, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Scuotrrianp. Mr. Chairman, I am very happy to be here. 
Unfortunately we don’t have an opportunity of appearing here very 
frequently, and I shall file my statement which I shall read, but [ 
would like to make some extemporaneous remarks in 2 or 3 spots, 
particularly since some of the testimony given by Mr. Habermeyer 
presents some new matters with which we weren’t familiar, and | 
would like to make some extemporaneous remarks for the record. 

Senator Morsx. They will be included in full and you may proceed 
to read it, and also digress from it from time to time with whatever 
extemporaneous remarks you care to make. 

Mr. ScuotrLtanp. Thank you, Mr. Chairman. 

I appreciate the opportunity to give you the Department’s views 
on the railroad retirement bill under consideration, 5. 2020. 

As you know, most of the provisions of S. 2020 would make minor 
and technical amendments to the Railroad Retirement and Railroad 
Unemployment Insurance Acts. In general, the objective of these 
provisions is to facilitate effective administration of the railroad 
retirement and railroad unemployment insurance program. This 
Department, of course, is interested in this objective, and we see no 
objectionable features in these proposed minor and _ technical 
amendments. 

S. 2020, however, also contains provisions of a jurisdictional and 
procedural nature which would have substantive effects on the Federal 
old-age and survivors insurance program. These provisions, contained 
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in sections 1 (b) and 2 (f), would make an important change in the 
disability provisions of the Social Security Act. We are very strongly 
opposed to these provisions because, in our opinion, they would have 
an adverse effect upon the Federal old-age and survivors insurance 
program. 

The disability freeze provisions of the old-age and survivors insur- 
ance program, which section 1 (b) of S. 2020 would amend, were 
included in the Social Security Amendments of 1954. They are 
designed to protect the old-age and survivors insurance rights of 
individuals who, because of physical or mental disability, are no 
longer able to engage in any substantial gainful employment. The 
term “freeze” is used to describe these provisions because the old-age, 
survivors, and disability insurance benefit rights of the disabled 
person are in effect “frozen” during the time he is disabled. That is, 
his period of disability is not counted against him in determining his 
eligibility, or that of his dependents or survivors, for old-age, survivors, 
and disability insurance benefits, or the amounts of any benefits 
which may become payable. If the disabled worker was insured for 
certain types of benefits at the time he became disabled, he will retain 
this insured status throughout the period of his disability. Also, the 
level of his benefit protection—that is, the amounts of any benefits 
potentially payable—will not be lower ed during his period of dis- 
ability. ‘To use a simple analogy. it is similar to a waiver of premium 
in private insurance. 

In order to be eligible for a disability freeze the disabled worker 
must have had both substantial and recent employment covered under 
the old-age and survivors insurance program. Because credits 
earned in railroad employment are in certain types of cases trans- 
ferred to the old-age and survivors insurance program upon the 
worker’s death or retirement and credited toward benefits under this 
program, the Social Security Amendments of 1954 provided that 
railroad employment would in all cases count toward meeting the 
qualifying requirements for eligibility for a freeze of old-age and 
survivors insurance benefit rights. 

The provisions of S. 2020 to which I referred would in effect amend 
the old-age, survivors, and disability insurance provisions of the Social 
Security “Act to authorize the Railroad Retirement Board to make 
determinations of disability and of periods of disability under section 
216 (i) of the Social Security Act in the case of any individual who has 
had 10 years of railroad service or has been awarded an annuity under 
the Railroad Retirement Act. Under the bill the Railroad Retire- 
ment Board would have this authority whether or not the individual 
had a current connection with the railroad industry when the dis- 
ability began, and apparently even when the individual also has an 
equal or greater record of old-age and survivors insurance employ- 
ment, and even when he meets the earnings requirements of section 
216 (i) by virtue of employment covered under old- -age and survivors 
insurance. It is apparently intended that the disability freeze 
determinations which the Railroad Retirement Board would be 
authorized to make under S. 2020, would be binding both on the appli- 
cant and on this Department for the purpose of ‘determining the rights 
of the individual and his dependents and survivors to benefits under 
the old-age, survivors, and disability insurance program. The 
Board’s determination, moreover, would be binding on this Depart- 
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ment for the purpose of the section of the Railroad Retirement Act 
which provides for financial interchanges between the railroad retire- 
ment account and the old-age and survivors insurance and disability 
insurance trust funds. 

As Secretary Folsom indicated in his report on S. 2020, sent to this 
committee on July 25, 1957, we believe that these provisions of the 
bill would be incompatible with the 1 esponsibility of this Department 
for the conduct of the old-age and survivors insurance program, and 
that they could in their present form, result in unequal and discrimi- 
natory treatment in the application of the old-age and survivors insur- 
ance disability freeze provisions. 

Under S. 2020, there might be unequal treatment as between an 
individual whose disability freeze determination was made by the 
Railroad Retirement Board, and another individual whose disability 
freeze determination was made by this Department. Moreover, 
anomalous situations could arise in cases where an individual’s 
disability freeze determination is made by the Railroad Retirement 
Board and the determination of disability for cash disability benefit 
purposes under the old-age, survivors, and disability insurance 
program is made, as it always would be, by this Department. Dual 
determinations of this sort may come into play where the individual 
has over 10 years of railroad ‘employment and has also done work 
covered under the old-age and survivors insurance program 

Conflicting determinations in such cases would create very peculiar 
and inequitable results. For example, if the individual were found 
not to be disabled by the Railroad Retirement Board for disability 
freeze purposes, and found to be disabled by this Department for 
purposes of determining eligibility for a eash disability benefit, his 
old-age and survivors insurance status would not be “frozen” during 
the pe riod he is receiving the cash disabilit Vv insurance benefits. " 
this npppened, the period during which the individus il was receivi 
such insurance benefits would count against him in determining h Is 
rights, and those of his survivors or dependents, to future old-age and 
survivors insurance benefits. Thus, the individual might lose his 
insured status during the period he was actually receiving a cash dis- 
ability insurance benefit; if so, he would not be able to qualify for old- 
age insurance benefits when he reaches retirement age and his dis- 
ability insurance benefits stop. 

The old-age and survivors insurance disability freeze provisions 
are an integral part of the old-age and survivors insurance system and 
inseparable from it. To designate a Federal agency other than the 
one responsible for the program to make such determinations a this 
program in its own right and with conclusive effect would, in our 
judgment, not be consistent with sound principles of adm ein 
and program accountability. 

This objection is not merely theoretical. Under this bill, the Rail- 
road Re tirement Board would make old-age and survivors insurance 
freeze determinations for individuals with 10 years of railroad employ- 
ment even where it is clear that an old-age and survivors insurance 
benefit will in all likelihood be payable by this Department directly 
to the beneficiary. It would not be easy to make a claimant in such 

case understand why a key element in his case is adjudicated by the 
Railroad Retirement Board and why, if he is dissatisfied with the 
decision, he has no resort to this Department, which is responsible for 
the administration of the program. 
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To be sure, old-age and survivors insurance freeze determinations 
made by us are also used in determining the amount of the so-called 
social security minimum for a railroad annuity under section 3 (e) of 
the Railroad Retirement Act. This provision guarantees that the 
worker and his family will not receive less in total benefits under 
both the old-age and survivors insurance and the railroad retirement 
programs than they would have received if railroad employment had 
been covered under the OASI program since 1937. This incidental 
use of old-age and survivors insurance benefit concepts in defining 
the minimum level of certain railroad annuities, however, cannot jus- 
tify a proposal to have the Board make such determinations in its 
own right for “all purposes of title II of the Social Security Act,” as 
the bill puts it, or for purposes of the financial interchange. If the 
Railroad Retirement Board’s determinations were governing for pur- 
poses of the financial interchange (as they would be under the provi- 
sions of S. 2020), this Department would have no voice in determining 
the amounts which would be payable to the Railroad Retirement 
Account from the old-age, survivors, and disability trust funds based 
on a disability freeze, even though the determination in question in- 
volves a basic provision of the old-age, survivors, and disability 
insurance law. 

Moreover, since under this bill the Railroad Retirement Board (in 
making disability freeze determinations under section 216 (i) of the 
Social Security Act), would not be acting as the agent of this Depart- 
ment, it probably would not be bound by the regulations and stand- 
ards established by this Department under section 216 (i) but could 
presumably establish and follow its own regulations and standards. 
Misunderstanding on the part of the public would also be created by 
the provision that judicial review, though related to an old-age and 
survivors insurance matter, would be under the Railroad Retirement 
Act. It would seem to be most important, and in accordance with 
the elementary principle of equal application of the law to all, that 
all disability freeze determinations under section 216 (i) be made on 
a uniform basis under identical standards. To permit different stand- 
ards to be applied would be discriminatory as between career railroad 
employees and all other persons in the United States who apply for 
disability freeze determinations. 

We also have major reservations about the proposed modification 
of section 222 of the Social Security Act. This section of the Social 
Security Act declares it to be the policy of the Congress that disabled 
individuals applying for a determination of disability for old-age, sur- 
vivors, and disability insurance purposes should be promptly referred 
to the appropriate State agency for necessary vocational rehabilitation 
services. However, the bill specifies that an individual whose dis- 
ability is determined by the Railroad Retirement Board shall not be 
required to meet the conditions of section 222 (b) of the Social Secu- 
rity Act, that is, shall not be subject to deductions from his disability 
benefits if he refuses to accept rehabilitation services as are most other 
beneficiaries. In practice, the likely result of this provision of the bill 
would be that individuals for whom the Railroad Retirement Board 
made a disability freeze determination would not be referred for neces- 
sary vocational rehabilitation services. To the extent that this result 
occurred, the stated congressional policy would be defeated. 








30 AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 1937 


This Department recognizes that there might be certain overall 
administrative savings if the Railroad Retirement Board were to make 
disability determinations for the purposes of both the railroad retire- 
ment and old-age and survivors insurance programs. In our opinion, 
however, the administrative savings involved do not warrant exposing 
the old-age and survivors insurance program to the dangers and prob- 
lems it would face under the specific proposal contained in S. 2020. 
Further, a determination of disability under the Railroad Retirement 
Act is not necessarily a determination of disability under section 
216 (i). Wiile the latter requires a finding of what is substantially 
permanent and total disability, an individual may be found disabled 
under the Railroad Retirement Act if he is either permanently and 
totally disabled or merely occupationally disabled. 

May I, at this time, add a few extemporaneous remarks. 

If this bill passes, the Railroad Retirement Board would be making 
three kinds of disability determinations: (1) for persons totally and 
permanently disabled under the cash disability benefit provisions of 
the Railroad Retirement Act; (2) for persons occupationally dis- 
abled under that act; and (3) determinations under the Social 
Security Act of inability to engage in any substantially gainful em- 
ployment. 

Now, we are concerned with a dangerous precedent that this estab- 
lishes for the old-age, survivors, and disability insurance program. 
This is a large program. This year about $8% billion in benefits will 
be paid to an average of about 12 million beneficiaries. We have co- 
operative arrangements of various kinds relating to the disability 
freeze provisions, with other Federal agencies. 

Now, if the Railroad Retirement Board can make these determina- 
tions, why not the Department of Defense? We now cover all mili- 
tary personnel. They have their own disability program. Where a 
person is disabled and is in the military services—should the Detense 
Department make the disability freeze determination and have that 
determination binding upon the social seeurity trust funds? 

What about the TVA where we have a cooperative relationship, 
where TVA employees have their own system as well as old-age and 
survivors insurance? Should they also be given the privilege of mak- 
ing a determination binding on the social security trust funds? 

I don’t see how we can justify letting an agency which has no 
responsibility for the administration of these two social security trust 
funds, to which employers and workers have contributed, have, in 
effect a blank check to determine that persons shall draw benefits 
from these trust funds. 

Let me give you an example which might be extreme but certainly 
could be very indicative. 

A man starts working, say, at the age of 20, for the railroad industry. 
He works from the age of 20 to 30. He has worked 10 years. Then 
he decides he doesn’t like railroad work. Maybe it is too difficult. 
He wants a white collar job and he becomes a clerk in a department 
store at the age of 30 and works for 30 years until he is 60 years of 
age. Then a box falls on his head, maybe filled with silk stockings, 
and he becomes disabled. He will have worked for 30 years under 
old-age and survivors insurance. Yet the determination of his dis- 
ability would be made by the Railroad Retirement Board, with which 
industry he hasn’t had any connection for 30 years, and they would 
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make the determination binding upon the Social Security Adminis- 
tration. 

Now, particularly since the present procedure is working quite well 
at the administrative level, and since the S. 2020 freeze provisions 
would create these dangerous anomalies, we don’t believe that any 
change should be made at this time or is warranted or that there are 
any important difficulties or unusual problems under the present 
arrangement. 

However, if the Railroad Retirement Board does feel that they want 
to have a more important role in making freeze determinations we 
would like to make an alternative suggestion. 

We would like to offer for the committee’s consideration—I am 
reading again, Mr. Chairman—a variation of the disability-freeze 
provisions of S. 2020 which we believe would accomplish most of the 
administrative savings of the S. 2020 freeze provisions and would at 
the same time avoid difficulties for old-age and survivors insurance. 
This proposal was mentioned in this Department’s report to you on 
S. 2020. It has been presented to the Railroad Retirement Board, 
but the Board has not agreed to it as a substitute for the present pro- 
visions of S. 2020. 

Before going into this alternative proposal, I would like to explain 
briefly how disability determinations are made under the old-age and 
survivors insurance program. In the ordinary case, disability deter- 
minations are made by the State agenc ies—usually the State voca- 
tional rehabilitation office—under a contract with the Secretary of 
Health, Education, and Welfare. This Department pays the cost of 
making these determinations. In making disability determinations, 
the State agency acts as agent of the Department, using the disability 
standards formulated by this Department. The Secretary of Health, 
Education, and Welfare, under the law, has the power to reverse an 
allowance made by the State agency, but not a disallowance. 

Under the variation of the railroad retirement freeze proposal 
which this Department has suggested, the Social Security Act would 
be amended to provide for the Secretary entering into an agreement 
with the Railroad Retirement Board under which the Railroad 
Retirement Board would make disability determinations for the pur- 
pose of both the disability freeze provisions and the disability imsur- 
ance benefit provisions of the Social Security Act. In making these 
determinations, the Railroad Retirement Board would act in much 
the same capacity as the State agencies when they make social se- 
curity disability determinations for nonrailroad cases; that is, the 
Railroad Retirement Board would use old-age and survivors insur- 
ance disability standards, as effectuated through rules and regulations 
of this Department; the Secretary of Health, Education, and Welfare 
could review a Railroad Retirement Board allowance, and a disallow- 
ance would be subject to the regular social security hearing and ap- 
peals process. Also, the stated congressional policy that applicants 
for a disability freeze should be referred for vocational rehabilitation 
services would be carried out. 

Under this proposal, the Railroad Retirement Board, as under the 
S. 2020 proposal, would be making freeze determinations for all 
workers with 10 or more years of railroad service. Thus, most of any 
administrative savings that would result from the S. 2020 provisions 
would also be attained under our suggested modification. The 
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conditions which this Department recommends, and which are not 
contained in S. 2020, would assure all beneficiaries equal treatment 
under a basic old-age and survivors insurance provision, and at the 
same time safeguard the trust funds. These basic conditions are that 
(1) the Railroad Retirement Board would be required to use old-age 
and survivors insurance disability standards in making freeze de- 
terminations, (2) the Secretary of Health, Education, and Welfare 
could review a Railroad Retirement Board allowance, (3) a Railroad 
Retirement Board disallowance, like a State agency disallowance, 
would be subject to the regular social-security hearing and appeals 
process, and (4) the stated congressional policy on vocational re- 
habilitation referrals would be carried out. 

I would like to refer briefly to another provision of S. 2020, unrelated 
to the disability freeze provisions of the bill, which would have a direct 
effect on old-age and survivors insurance. This provision specifies, 
in effect, that individuals who meet all of the requirements of present 
law for insured status for survivor benefits under the railroad retire- 
ment program except the quarters-of-coverage test will be insured for 
such benefits if they meet the corresponding quarters-of-coverage test 
of the insured status provisions of the old-age and survivors insurance 
program. ‘This would result in the payment under the railroad retire- 
ment program of certain survivor benefits which under present law 
are payable under the old-age and survivors insurance program. 
As you know, under the provisions for coordination of the railroad 
retirement and old-age and survivors insurance programs the qualified 
survivors of a worker with credits under both programs received 
benefits under one program or the other based on combined credits. 
The apparent objective of this proposed amendment is to take account 
of the changes in the old-age and survivors insurance definitions of 
insured status which were made in connection with the various exten- 
sions of old-age and survivors insurance coverage made in 1950 and 
subsequently. This Department would not object to this provision 
of S. 2020. 

The other amendments to the Railroad Retirement and Railroad 
Unemployment Insurance Acts which would be made by S. 2020— 
that is, amendments other than that just mentioned and those related 
to the disability freeze—are, as mentioned above, of a technical and 
administrative nature. Since we do not have a full understanding of 
the background and purpose of some of these amendments, we express 
no view with respect to them. I understand that the Railroad 
Retirement Board has indicated that the bill would not add signifi- 
cantly to the cost of the railroad retirement and unemployment 
insurance system, and would result in a saving in administrative costs. 

For the various reasons which I have discussed, this Department 
strongly recommends against the enactment of the disability freeze 
provisions of the bill in their present form. We would not object to 
the enactment of S. 2020 if the disability freeze provisions are deleted, 
if they are modified as I have suggested, or if they are otherwise 
modified in such a way as to provide necessary safeguards for the old- 
age and survivors insurance program. 

May | at this point, Mr. Chairman, comment on the last paragraph 
of the testimony of Mr. Habermeyer because it is the first time we 
have heard of this proposal. 
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The last paragraph of the testimony proposes that anyone who has 
had any attachment to the railroad industry shall be exempt from the 
so-called alien provisions of the Social Security Act. 

I might state, Mr. Chairman, that these provisions, passed in 1956, 
were opposed by the Social Security Administration and the Depart- 
ment; we held no brief for them. But they are the law, and the Senate 
Finance Committee and the Congress felt that they should be passed. 

This provides that if an alien who is eligible for benefits under the 
Social Security Act upon retirement, or for disability or any other 
benefits, goes back to his country of origin or to another country his 
benefits will be suspended after 6 months of absence. However, his 
benefits will be paid to him in this other country if that country has 
reciprocal arrangements with the United States under which an 
American who earns social security benefits under the social security 
system of that foreign country would, if he returned to the United 
States, be paid in the United ‘States. 

In other words, if the country would not pay an American who 

earned benefits under their social security system when he retired 
pet was living in the United States, we would not pay benefits to the 
alien living in that country, except for certain exceptions. For 
example, if the person had 10 years’ residence in the United States, 
the provision doesn’t apply. We would also pay an alien outside the 
country if he had 40 quarters of coverage. 

Now, under the proposed amendment to this provision, as I read 
it rather hurriedly, it would mean that a person who had worked for 
1 month in the railroad industry and 10 years or 20 years in other 
employment would be exempt from the alien provisions of the Social 
Security Act. It would just seem to me that this would constitute 
unequal treatment, and I don’t see any real merit in this other than 
the fact that we didn’t like the provision in the first place. But now 
that it is law, it just seems to me inequitable to exempt those persons 
who had any attachment to the labor market through the railroad 
industry. 

Senator Morse. Mr. Schottland, I thank you very much for your 
testimony. 

If I may have the attention of Mr. Habermeyer for a moment, 
I shall keep the record of the hearing open, Mr. Habermeyer, until 
next Wednesday noon for the purpose of your filing with the subcom- 
mittee for insertion in the record a supplementary statement which you 
may wish to file in commenting on Mr. Schottland’s testimony this 
morning, with the unde rstanding that you shall serve a copy of your 
statement on Mr. Schottland and he will have a reasonable opportu- 
nity to make any further comment he may want, limited to the observa- 
tions of your statement and not additional new material.' We have 
to have a final determining date for this debate. But I want him 
to have an opportunity to serve rebuttal. 

I think if you file your statement with this subcommittee not 
later than next Wednesday noon, that will give Mr. Schottland 
48 hours to file any additional statement he may wish to file,? and 
then we will close the record and go into executive session on the 
problem. 


1 See p, 34, 
2 See p. 38. 
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(The following letters were later submitted for the record:) 


RAILROAD RETIREMENT BoarD, 
Chicago, Ill., June 16, 1958, 
Hon. WAayNE Morse, 
Chairman, Subcommittee on Railroad Retirement, 
Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Morse: This is pursuant to your request during the hearings 
on §. 2020 on Thursday, June 12, 1958, for the Board’s comments on the testimony 
of Mr. Charles I. Schottland, Commissioner, Department of Health, Education, 
and Welfare. 

During the discussions which preceded enactment of H. R. 7199 (the bill which 
as H. R. 9366 became the Social Security Amendments of 1954, and which included 
the provision for the “disability freeze’), we were unable to reach an agreement 
with representatives of the Social Security Administration. Our concern in this 
respect derived from the fact that no provision was included for taking account 
of railroad service as employment qualifying the worker for the determination, 
either of the worker who had 10 years of service to whom a minimum applied in 
computing his railroad retirement benefits of the amount payable to him and his 
family under the Social Security Act if railroad employment were social security 
employment, or of the worker whose railroad employment credits might be trans- 
ferred to the social security system upon retirement or death. We were finally 
assured that no action would be taken with regard to covering railroad employees 
under these provisions and that necessary action in this regard would be deferred 
until the following year. 

Upon enactment of the Social Security Amendments of 1954 we were very much 
surprised to find that this understanding had not been carried out. 

After several meetings with representatives of the Social Security Administra- 
tion, we feel that the provisions set forth in 8. 2020 are the most desirable for 
resolving the problem presented by the ‘‘disability freeze”’ provisions. 

Mr. Schottland raises the objection first that the Board would have exclusive 
authority under the bill to make ‘“‘freeze’’ determinations in all cases in which 
the individual has 10 or more years of railroad service, and whether or not the 
individual had a “current connection” with the railroad industry when the dis- 
ability began. But actually the bill would not so provide. For although the 
bill (sec. 2 (e)) would amend section 5 (k) (1) to limit the authority of the Social 
Security Administration (the Secretary of Health, Education, and Welfare) to 
utilize railroad employment for purposes of qualifying for the “‘freeze’’ to cases 
in which the applicant had less than 10 years of railroad service, nothing in the 
bill would restrict the Social Security Administration’s authority to make the 
determination if the applicant had the qualifying employment independently 
of his railroad employment or, even if he did not have such qualifying employ- 
ment solely by social security service, he would have the qualifying employment 
if railroad service were counted as social security service (providing he had less 
than 10 years’ railroad service). The Railroad Retirement Board would be given, 
under section 1 (b) of the bill, just “the same authority to determine a period 
of disability within the meaning of section 216 (i) of the Social Security Act 
with respect to any employee who will * * * (i) have completed 10 yearsof 
service, or (ii) have been awarded an annuity, as the Secretary of Health, Edu- 
cation, and Welfare would have to determine such a period,” but no more, and 
certainly not the exclusive authority, except insofar as section 2 (f) (1) of the 
bill would make a determination, if made, ‘conclusive’ on the Social Security 
Administration. Thus, the Social Security Administration would have complete 
authority to make the determination in the 10-year railroad service cases if the 
applicant had not gone first to the Railroad Retirement Board and received a 
“freeze’’ determination; and such determination by the Social Security Admin- 
istration would be as “‘conclusive”’ on the Railroad Retirement Board, pursuant 
to the amendment to section 5 (k) (3) of the Railroad Retirement Act that would 
be made by section 2 (f) (1) of the bill, as a Board determination would be on 
the Social Security Administration. And, although the individual with 10 years’ 
railroad service, who might not have a “current connection with the railroad 
industry” when his disability began, could obtain a determination of disability 
from the Board, it must be considered that he would be a person eligible for a full 
disability annuity under the Railroad Retirement Act, regardless of the lack of 
“current connection,” so that it is not at all unreasonable to permit the Board 
to make the ‘disability freeze’ determination, as well as awarding the disability 
annuity, particularly since, as Mr. Schottland points out (p. 40 of the transcript), 
a “disability freeze’ determination “requires a finding of what is substantially 
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permanent and total disability’’ which, of course, is the same requirement under 
section 2 (a) (5) of the Railroad Retirement Act for allowing a disability annuity 
to individuals ‘“‘whose permanent physical or mental condition is such that they 
are unable to engage in any regular employment.” 

In this connection Mr. Schottland argues that the Board’s determination would 
be binding on the Department for purposes of the financial interchange. As 
pointed out, however, the Railroad Retirement Board would have authority 
only in the 10-year-railroad-service case and then only if the applicant came 
first to the Railroad Retirement Board instead of first to the Social Security 
Administraion. Moreover, no difficulty should be anticipated in this respect 
since the two agencies would be concerned only with findings made by one agency 
or the other with regard to disabilities for which the agencies cannot have differ- 
ences of finding under the statute. 

Mr. Schottland suggests further that the bill might result in “unequal treatment 
as between an individual whose disability freeze determination was made by the 
Railroad Retirement Board, and another individual whose disability freeze de- 
termination was made by this Department [of Health, Education, and Welfare},”’ 
including the ‘‘anomalous’’ situation where the “freeze’’ determination would 
be made by the Railroad Retirement Board and the determination of disability 
for disability purposes under the old-age, survivors, and disability insurance 
program is made by the Department. Obviously, however, such differences or 
anomalies should not arise if the two agencies coordinate their programs in this 
respect as they may easily do and as they have done in all other cases where 
differences might arise, as, for example, in questions of drawing the coverage line, 
and the application of like definitions under the coordinated survivor benefit 
programs of the two agencies. Moreover, no greater difference in treatment would 
result for disabled persons under the proposal of the Railroad Retirement Board 
for “disability freeze’? than would result from the present situation where the 
Railroad Retirement Board must apply to persons entitled to disability annuities 
under the Railroad Retirement Act the determinations made by the Social Security 
Administration with respect to “disability freeze,’’ even though these persons 
receive no benefits whatever from the social security system, and where the 
“freeze”? provisions apply by reason of the “‘social security minimum”’ provisions 
of the Railroad Retirement Act giving such persons the possible advantages of the 
incorporation of provisions of the Social Security Act into the Railroad Retire- 
ment Act. Further, these suggestions of possible differences of finding are incon- 
sistent with the proposal of Mr. Schottland to have the Railroad Retirement 
Board act as agent of the Department “in much the same capacity as the State 
agencies when they make social-security disability determinations for nonrailroad 
cases” (p. 43 of transcript). For under section 221 (¢) of the Social Security Act 
the authority of the Department to review on its own motion a determination of 
disability by a State agency is limited to review of a favorable determination so 
that the possibility of the suggested unequal treatment and anomalies resulting 
from the bill is present even under the program advocated by the Department. 

Still another objection presented was that, since under the bill the Railroad 
Retirement Board would not be acting as the agent of the Department, it ‘“prob- 
ably would not be bound by the regulations and standards established by the 
Department under section 216 (i), but would presumably establish and follow 
its own regulations and standards.’”’ Since the Board would be applying the 
provisions of section 216 (i) of the Social Security Act in making the ‘‘freeze”’ 
determinations, it would, of necessity, comply with all the standards established 
by that section, just as would the Social Security Administration itself, and, of 
course, these standards would not be different as between the agencies. While 
the Board would be given by the bill the authority to apply the provisions of 
section 216 (i) of the Social Security Act in making determinations with respect 
to applications which the statute would authorize be made to it, we have no reason 
to suppose or assume that any differences of application between the agencies 
would arise that could not resolved. Certainly there should be no differences 
greater than those which in here in the situation created by the establishing of 
48 different State agencies as agents of the Social Security Administration, with 
respect to whose decisions the Administration can review only those in favor of 
the claimant. 

With regard to the “reservations about the modification of section 222 of the 
Social Security Act’’ (providing for referral of disabled individuals to State agencies 
for rehabilitation) that Mr. Schottland believes might result from enactment oJ 
the bill, we point out that from the very beginning of the railroad retirement sys- 
tem, established by Congress for interstate railroad workers over 20 years ago, 
the policy has been not to refer disabled workers, even though allowed full dis- 
ability benefits, to State agencies for rehabilitation. No reason appears for 
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effecting any change in that congressional policy simply as the result of enlarging 
benefits to fit a minimum prescribed by statute without Congressional specifica- 
tion that the application of the provision was to be effected by a provision designed 
primarily for workers in other industries. When the Congress would change 
that policy, it will do so directly, just as it has done in the Railroad Unemploy- 
ment Insurance Act for studies in connection with unemployment of railroad 
workers and resulting loss of earnings, and their vocational training. 

Finally, objection is raised to the precedent which enactment of the bill S. 2020 
would establish. The inquiry is made that if the Railroad Retirement Board 
can be given the authority to make ‘‘disability freeze’? determinations, why not 
such agencies as the TVA and the Department of Defense which have retirement 
programs coordinated with the social security program. These programs, however, 
do not provide (nor do any others) for making payment under a provision, such 
as section 3 (e) of the Railroad Retirement Act incorporating into the Railroad 
Retirement Act provisions of the Social Security Act, which is seriously affected 
in its application by the “disability freeze’ provisions of the Social Security Act. 
Consequently, there should be no fear of the bill’s establishing an undesirable 
precedent. 

With respect to Senator Allott’s inquiry about the “‘supergrade”’ provisions of 
S. 2020, the following is submitted: 

The proposed supergrades would increase the Board’s salary expenditures 
by approximately $8,400 for fiscal year 1959. Periodic salary increases in the 
supergrades would total less than periodic and longevity increases in the present 
grades for the succeeding 4 fiscal years. Eventually, however, periodic increases 
would add about $1,600 to the annual cost of the supergrades. 

A comparison of the supergrades in the Board was made with the | department 
and the 18 independent agencies in the executive branch employing less than 
10,000 employees. In order to make a proper comparison, the proportion of 
supergrades to employees was computed for each agency. The Board, with 2 
supergrades and 2,566 employees, has 1 supergrade per 1,283 employees. The 
proportion in other agencies ranged from a maximum of 1 supergrade per 29 
employees in the Export-Import Bank, to 1 supergrade per 417 employees in 
the Federal Home Loan Bank Board. The total employment in these 19 organi- 
zations was 40,690, and the average number of supergrades was 1 per 129 em- 
ployees. It is seen from this that the Board has proportionately about one- 
tenth of the average number of supergrades in these other agencies. 

It is interesting to make several specific comparisons: The Civil Service Com- 
mission has 1 supergrade per 288 employees; the Securities and Exchange Com- 
mission has 1 supergrade per 85 employees; the Interstate Commerce Commission 
has 1 supergrade to every 206 employees; and the Department of Labor 1 super- 
grade to every 177 employees. The 9 supergrades in 8. 2020 would permit the 
Board 1 supergrade per 285 employees. 

The detailed information in support of the above-cited figures follows: 


| 








Supergrades | | Ratio, num- 

Agency fue pant ~ eS epee ee) <2 Totalem- | ber of em- 

| | ployment | ployees pe 

GS-16 | GS-17 | GS-18 | Total supergrade 
Department of Labor _- -. : 18 11 4 33 5, 845 177 
Atomic Energy Commission 69 36 23 128 6, 881 54 
Civil Aeronautics Board 3 2 | 5 694 139 
Civil Service Commission__._. i as S 5 1 14 4, 031 288 
Export-Import Bank - - 5 2 7 202 29 
Farm Credit Administration__- 3 2 5 866 173 
Federal Civil Defense Administration 6 6 6 18 1, 311 73 
Federal Communications Commission 8 1 9 1, 190 132 
Federal Home Loan Bank Board 1 1 2 834 417 

Federal Mediation and Conciliation 

Service - _. babes 2 1 3 346 115 
Federal Power Commission_- 3 2 ; 5 698 140 
Federal Trade Commission 4 2 6 731 122 
Housing and Home Finance Agency 24 8 3 35 9, 781 279 
Interstate Commerce Commission - / 7 3 1 11 2, 263 206 
National Labor Relations Board : eS 4 1,12! 280 
Renegotiation Board. -- 3 3 6 478 80 
Securities and Exchange Commission 8 2 10 850 RF 
Smalj Business Administration - 4 5 l 10 1, 343 134 
Smithsonian Institution - ---_--- : a 2 2 4 1, 225 306 
ee gs. ddbsiebs ; 180 94 41 315 40, 690 129 
Railroad Retirement Board (present) -----| 1 | Lae 2 2, 566 1, 283 
Railroad Retirement Board (proposed) - 4 4 1 9 5 


Sincerely yours, 
Howarp W. HABERMEYER, Chairman. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
SociaL Security ADMINISTRATION, 


Washington, D. C., June 20, 1958. 
Hon. Wayne L. Morse, 


Chairman, Subcommittee on Railroad Retirement of the Committee on Labor and 
Public Welfare, 
United States Senale, Washington, D. C. 


DeAaR Mr. CHAIRMAN: This is in response to the request of June 12, made by 
the counsel of your Committee on Railroad Retirement, for certain additional 
information relating to my testimony on the provisions of 8. 2020 under which 
the Railroad Retirement Board would be given authority to make old-age and 
survivors insurance disability freeze determinations for all workers with 10 or 
more years of railroad service. We were asked to furnish additional information 
about the number of persons involved, the benefit amounts at stake, and adminis- 
trative costs. 

We are, of course, glad to furnish all the information available on the points 
raised. I should like to emphasize, however, that in our opinion the issue is one 
of principle, and that our position would be much the same regardless of the 
numbers of persons involved. We believe that the S. 2020 provisions in question 
would be incompatible with the responsibility of this Department for the conduct 
of the old-age, survivors, and disability insurance program, and that they would, 
in their present form, result in unequal and discriminatory treatment in the 
application of the disability freeze provisions of the program. 

Following is the information requested. 


NUMBER OF PEOPLE INVOLVED 


At present there are about 1 million unretired living persons who have 10 or more 
vears of railroad service. These are the individuals who, should they become 
totally disabled and should they be able to meet the disability-freeze work require- 
ments of old-age, survivors, and disability insurance, could have their freeze 
determination made by the Railroad Retirement Board 

It is estimated that 6,000 to 7,000 workers with 10 or more years of railroad 
employment will become disabled and qualify for a disability freeze under the 
social security program each year. In addition, there will be an unknown but 
probably substantial number of workers with 10 or more years of railroad employ- 
ment who will apply for a disability freeze determination and for whom a disability 
freeze determination will have to be made, but whose application for a freeze, 
for one reason or another, will have to be denied. 


EFFECT OF DISABILITY FREEZE ON BENEFIT AMOUNTS FOR OVER-10-YEAR RAILROAD 
WORKERS 


There are three general types of situations in which a freeze of old-age, survivors, 
and disability insurance benefit rights may be of value to disabled workers who 
have at least 10 years of railroad employment. The worker may have (or later 
acquire) enough employment under the old-age, survivors, and disability insurance 
program to qualify for retirement benefits under this program; a freeze, regardless 
of whether it is based on railroad employment, on work covered by old-age, sur- 
vivors, and disability insurance, or on a combination of railroad employment 
and work covered by old-age, survivors, and disability insurance, will protect 
whatever rights the worker has to future old-age insurance benefits. Second, 
upon the worker’s death, the railroad credits may be transferred to the old-age, 
survivors, and disability insurance program and, just like credits earned in work 
covered by this program, may be counted in determining the amount of survivors 
benefits under it. Therefore, a disability freeze, whether based on railroad 
employment, or employment covered by old-age, survivors, and disability insur- 
ance, or a combination of both, may affect the amount of the survivors benefits 
payable under old-age, survivors, and disability insurance to a worker who has 
died after having had 10 or more years of railroad employment during the course 
of his lifetime. Third, even in a case where there is no work covered by old-age, 
survivors, and disability insurance, the amount of an annuity payable under the 
railroad retirement program may be affected by whether or not the worker had 
qualified for a disability freeze under the Social Security Act. This may happen 
through the operation of the so-called social-security-minimum provision of the 
Railroad Retirement Act. This provision guarantees that the worker and his 
family will receive not less than the benefit amounts which would be payable 
under the old-age and survivors insurance program. The benefits payable under 
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this provision are, in effect, financed from the social-security trust funds under the 
provisions in the Railroad Retirement Act for financial interchanges between 
the railroad retirement account and the social-security trust funds. (Even in 
cases where an annuity under the railroad program is not payable under the 
social security minimum provision, a social security disability freeze may affect 
the amounts transferred between funds under these financial interchange pro- 
visions.) 
ADMINISTRATIVE COSTS 


Under the present administrative arrangements between the two agencies, the 
Railroad Retirement Board accepts and processes disability freeze applications 
eoncurrently with applications for cash disability benefits under the railroad 
program, and submits the freeze applications, medical evidence, and recommenda- 
tions as to the freeze determination to this Department. This Department then 
makes the disability-freeze determination. Based on this method of operation, 
and assuming that 7,000 freeze applications are processed each year, it is estimated 
that the total annual cost to this Department will be approximately $35,000. 

Please let us know if there is any additional information we can provide on this 
question that may be helpful to your committee. 

Sincerely yours, 
CuaRLEs I. ScHoTrLanp, Commissioner. 





DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
SocraL Security ADMINISTRATION, 
Washington, D. C., June 20, 1958. 
Hon. Wayne L. Morsg, 
Chairman, Subcommittee on Railroad Retirement of the Committee on Labor 
and Public Welfare, United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: Thank you for giving me the opportunity to comment 
on the June 16 letter of Mr. Howard W. Habermeyer, Chairman of the Railroad 
Retirement Board, concerning my testimony before your committee during the 
June 12 hearings on S. 2020. 

As you requested, I am limiting my comments to Mr. Habermeyer’s letter. 
As you know, the Secretary of Health, Education, and Welfare presented the 
general position of this Department on the disability-freeze provisions of 5. 2020 
in a report to the Senate Labor and Public Welfare Committee dated July 25, 
1957. My testimony before your committee last week was basically a restatement 
of this position. 

I shall not comment on any parts of Mr. Habermeyer’s letter which merely 
present a viewpoint different from that of this Department. However, there are 
certain parts of the letter which we believe may be misleading. I shall limit 
my comments to those points. 

With reference to Mr. Habermeyer’s remarks (on p. 1 of his letter) about the 
discussion held between the staffs of the two agencies during the period when the 
Social Security Amendments of 1954 were under consideration by the Congress, 
we have no knowledge of any statement made to the Railroad Retirement Board’s 
staff which would lend itself to interpretation as an assurance, or even a sugges- 
tion, that no action would be taken with regard to covering railroad employees 
under the social-security disability-freeze provisions until the following year. In 
no case do staff of this Department attempt to give assurances about the legis- 
lative action to be taken by the Congress. Apart from the question of assurances, 
however, it would have been an injustice and an inequity to railroad employees 
not to have counted railroad employment toward eligibility for a social-security 
disability freeze when the freeze provisions were first enacted, and at no time 
during the subsequent exchange of views between the Railroad Retirement Board 
and this Department has the Board even suggested that railroad employment 
should not count toward eligibility for a freeze of OASDI benefit rights. The 
Board’s only representation to this Department has been that they should have 
authority to make social-security disability-freeze determinations for persons 
with 10 or more years of railroad service. 

On page 2 of his letter (and elsewhere) Mr. Habermeyer indicates that the 
Railroad Retirement Board interpretation of exactly what disability freeze cases 
the Board would handle under the freeze provisions of 8. 2020 is somewhat 
different than I stated in my testimony, and his letter seems to present conflicting 
statements of the Board’s interpretation. He states (p. 2, lines 11-13) that 


~, 
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‘‘* * * nothing in the bill would restrict the Social Security Administration’s 
authority to make the determination if the applicant had the qualifying employ- 
ment independently of his railroad employment * * *.’’ (The last part of this 
sentence—‘‘* * * or, even if he did not have such qualifying employment solely 
by social-security service, he would have the qualifying employment if railroad 
service were counted as social-security service (providing he had less than 10 
years’ railroad service)’’—is irrelevant to the question under discussion as there 
has never been any disagreement between the two agencies on freeze determina- 
tions for under-10-year railroad employees.) Mr. Habermeyer later presents a 
somewhat different interpretation (p. 2, lines 25 through 28) by saying, “Thus, 
the Social Security Administration would have complete authority to make the 
determination in the 10-year railroad service cases if the applicant had not gone 
first to the Railroad Retirement Board and received a freeze determination.” 
We assume that he believes the interpretation as he first stated it is the correct 
one. 

Exactly how the 8. 2020 freeze provision would be interpreted by the two 
agencies—or at least how it would be interpreted by this Department—would 
not be determined with certainty until after the enactment of the bill. The staff 
discussions between the two agencies concerning the S. 2020 and predecessor 
provisions have quite generally assumed that under these provisions the Railroad 
Retirement Board would make all freeze determinations for over-10-year railroad 
workers. It may well be that the provisions of the bill would be interpreted so 
that this Department would have authority to make social security disability 
freeze determinations for over-10-year railroad workers in certain types of situa- 
tion. However, this would not avoid the problems for the OASDI program 
which we believe would arise under 8. 2020 and which were discussed in our report 
on the bill, and such an interpretation would not provide any basis for changing 
the position of this Department toward the disability freeze provisions of the bill. 

On page 3, near the middle of the first full paragraph, Mr. Habermeyer states: 

“Moreover, no greater difference in treatment would result for disabled persons 
under the proposal of the Railroad Retirement Board for disability freeze than 
would result from the present situation where the Railroad Retirement Board 
must apply to persons entitled to disability annuities under the Railroad Retire- 
ment Act the determinations made by the Social Security Administration with 
respect to disability freeze, even though these persons receive no benefits whatever 
from the social-security system, and where the freeze provisions apply by reason 
of the social-security-minimum provisions of the Railroad Retirement Act giving 
such persons the possible advantages of the incorporation of provisions of the 
Social Security Act into the Railroad Retirement Act.’’ 

This statement may inadvertently imply that the disability-freeze determina- 
tions made by the Social Security Administration govern the Railroad Retirement 
Board’s determination of whether an individual meets the definition of disability 
in the Railroad Retirement Act which governs eligibility for a permanent and total 
disability annuity under the railroad retirement program. This, as I’m sure 
Mr. Habermeyer would be quick to confirm, is not the case. But even with this 
understanding in mind, we must disagree completely with Mr. Habermeyer on this 
point relating to the application of the disability-freeze provisions to the social- 
security-minimum provisions of the Railroad Retirement Act. In determining 
the amount of the benefit which would have been payable under the Social Security 
Act—which is basically what is done under the social security minimum pro- 
vision—it certainly does not seem iappropriate or inequitable to use a determina- 
tion actually made by the agency which administers the Social Security Act. 
Moreover, when an annuity under the railroad retirement program is payable 
under the social security minimum provision it is financed from the social security 
trust funds through the operation of the financial interchange provisions of the 
Railroad Retirement Act. 

In the last two sentences of the same paragraph, Mr. Habermeyer expresses 
the opinion that this Department’s concern over the possibility that under 8. 2020 
the disability freeze determinations made by the Railroad Retirement Board 
would not be made on exactly the same basis as those made by this Department 
is not justified because, under present law, social-security disability-freeze de- 
determinations are made by State agencies under contracts with this Department, 
and only State agency allowances are subject to reversal by this Department. 
The point which Mr. Habermeyer overlooks is that this Department requires 
the State agencies to make disability determinations in accordance with this 
Department’s disability standards as set forth in regulations and implemented 
in other written guides. Under the 8. 2020 provisions, the Railroad Retirement 
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Board would not be required to use the disability standards of this Department 
in making their disability freeze determinations. 

In the paragraph starting near the bottom of page 3, the argument seems to 
be that under 8. 2020 the Railroad Retirement Board would be required to use 
the disability standards of this Department. Mr. Habermeyer states (last 
sentence, p. 3): 

“Since the Board would be applying the provisions of section 216 (i) of the 

: ee Be . ; 
Social Security Act in making the ‘freeze’ determinations, it would, of necessity, 
comply with all the standards established by that section, just as would the Social 
Security Administration itself, and, of course, these standards would not be 
different as between the agencies.”’ 

However, section 216 (i) of the Social Security Act contains merely a definition 
of disability. It does not contain the detailed standards which implement this 
definition and upon which the actual determination of disability must be based. 
The definition of disability contained in section 216 (i) is as follows: 

“* * * the term ‘disability’ means (a) inability to engage in any substantial 
gainful activity by reason of any medically determinable physica] or mental 
impairment which can be expected to result in death or to be of long-continued 
and indefinite duration, or (b) blindness;’. (The term “blindness’’ is further 
defined; otherwise the above is the complete Social Security Act definition of 
disability.) 

As can be seen, the above definition is not nearly detailed enough to assure 
that two agencies using only this definition as a guide, would make disability 
determinations on a comparable basis. It is necessary that disability freeze 
determinations be based upon detailed rules and regulations, and in the opinion of 
this Department, it is necessary that all freeze determinations be based upon the 
same rules and regulations. 

In the first full paragraph on page 4, Mr. Habermeyer presents the view that 
the congressional policy has been not to refer disabled railroad workers to State 
agencies for rehabilitation. He cites no evidence of such a congressional policy. 
However, it was clearly the policy of the Congress in 1954 in enacting section 222 
of the Social Security Act that all persons qualifying for a disability freeze de- 
termination should be referred to State agencies for rehabilitation. This policy 
is clearly stated in the statute. To exempt railroad workers applying for a 
social security freeze from a requirement applying to all other workers would 
introduce an inequity of treatment into the freeze provisions, which in our judg- 
ment would be a disservice to disabled railroad workers and would not seem in 
accord with the intent of the 1954 legislation. These considerations account for 
the reservations I expressed about exempting railroad workers from the disability 
freeze rehabilitation referral provision. 

Let me again thank you for giving us the opportunity to present our comments 
on the Railroad Retirement Board letter. 

Sincerely yours, 
CHARLES I. ScHOTTLAND, Commissioner 

Senator Morse. I want to ask Mr. Bernstein now, counsel of our 
subcommittee, if he would like to ask Mr. Schottland a few questions. 

Mr. Bernstern. Just a few, Mr. Schottland, to give us some ides 
for the record of the dimensions of the problem on the disability freeze 
provision. 

Do you know or can you supply some figures which would indicate 
the number of persons affected, the amount of benefits actually or 
potentially affected, and the administrative costs involved? 

I think the last item might be rather speculative. I would think 
that on the other things you would have some experience in the last 
few years. 

Mr. Scnorrianpb. We could easily furnish that for you. 

Senator Morse. You can supply it for the record. 

(The material referred to appears on p. 37.) 

Mr. Bernstern. I would like to explore with you the background 
of the 1954 amendment on the disability freeze—or 1956 amendment. 

Mr. Scuorruanp. 1954 for the freeze. 

Mr. Bernstetn. That is right. It was extended in 1956 to include 
benefits. 
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What arrangements and what understanding, what exploration of 
this problem did you have with the Board at that time, if you are 
familiar with the background, inasmuch as there was to be an impact 
upon the administration of their program? What exploration of the 
problem did you have with the Board at that time seeking to arrange 
an accommodation while that legislation was pending? 

Mr. Scuorrianp. I think Mr. Myers may wish to speak to that. 
There were some discussions with the Railroad Retirement Board 
representative in the course of the legislation. There is a difference 
of opinion as to what the discussions involved, and you know how 
those hurried discussions during rush legislative periods are—what 
can happen. 

It is the feeling of our people that what they did was to assure the 
Railroad Retirement Board that every effort would be made to work 
out administratively arrangements whereby there would be the same 
kind of cooperative relationship which has always existed between the 
two systems. I might state for the record that although we happen 
to be in disagreement on this item, we have the most cordial and very 
fine working relationships, a relationship which I think in this con-’ 
plicated interchange program is due to the fact that the personnel of 
both agencies have bent over backwards to work this thing out. We 
have had practically no difficulty either on their side or our side and 
we are very happy with the relationship. 

I think there were general expressions that attempts would be made 
to work out a reasonable and cooperative relationship or the question 
of disability freeze determinations. 

Now, Mr. Myers may have been in on some of those discussions. 

Mr. Myers. I have nothing else to add. 

Mr. Bernstein. So far as you know, the actual language of the 
amendments was not cleared with the Railroad Retirement Board 
representatives at that time? I wonder if you might be able to 
reconstruct that because 

Mr. Scoorrtanp. | am not sure of that. 

Mr. Myers. I don’t think we cleared the actual language directly 
with them although the legislation was pending for quite some time. 
And it was quite available to all people concerned. 

Mr. Scuorr.ianp. You will recall, Mr. Bernstein, this was a rather 
major issue before the Congress and it was pretty widely debated in 
the press and every other place. 

Mr. Bernstein. But this was rather a footnote to the main con- 
troversy which is why I am raising the question as to whether the 
applicability of those provisions to the operations of the Board was 
actively considered at that time or whether — was a reasonable 
amount of understanding and interchange of views, or whether this was 
a matter of some surprise to the Board for w weber value that may 
have for the committee’s consideration. I have no doubt that your 
relations are quite cordial, and inasmuch as you have common pur- 
poses, viewed by both agencies very sympathetically. 

I have no other questions. 

Senator Morsr. Thank you very much, Mr. Schottland. 

The next witness will be Mr. Lester Schoene in behalf of the Rail- 
road Labor Executives Association who wishes to testify on the bill, 
I understand, particularly on the proposed amendment to section 202 
(t) of the Social Security Act. 

We are glad to have you with us again, Mr. Schoene. 
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STATEMENT OF LESTER P. SCHOENE, JR., RAILWAY LABOR EXECU- 
TIVES’ ASSOCIATION 


Mr. Scnoene. Thank you, Mr. Chairman. 

My name is Lester P. Schoene. Iam a lawyer engaged in practice 
here in Washington with offices at 1625 K Street NW. I appear here 
this morning as counsel for the Railway Labor Executives’ Associa- 
tion, an association composed of the chief executives of all the stand- 
ard railway labor organizations. 

I will hand to the reporter a list of those organizations with the 
request that they may be incorporated into the record at this point. 

Senator Morse. So ordered. 

(The document referred to follows:) 

The organizations represented in the association are the following: 

American Railway Supervisors’ Association 

American Train Dispatchers’ Association 

Brotherhood of Locomotive Engineers 

Brotherhood of Locomotive Firemen and Enginemen 

Brotherhood of Maintenance of Way Employes 

Brotherhood of Railroad Signalmen of America 

Brotherhood of Railroad Trainmen 

Brotherhood of Railway Carmen of America 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 

Station Employes 
Brotherhood of Sleeping Car Porters 2 
Hotel and Restaurant Employees and Bartenders International Union 
International Association of Machinists 
International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 

Forgers and Helpers 
International Brotherhood of Electrical Workers 
International Brotherhood of Firemen and Oilers 
International Organization Masters, Mates and Pilots of America 
National Marine Engineers’ Beneficial Association 
Order of Railway Conductors and Brakemen 
Railroad Yardmasters of America 
Railway Employes’ Department, AFL-CIO 
Sheet Metal Workers’ International Association 
Switchmen’s Union of North America 
The Order of Railroad Telegraphers 


Mr. Scuorene. With respect to the bill in general, I only wish to 
state that the Railroad Retirement Board presented these proposed 
amendments to our association at several different meetings, and al! 
the various proposed changes were given careful consideration by our 
association, and it was our conclusion that we should support each of 
the recommended changes, and I understand that similar discussions 
were had with the Association of American Railroads. 

I do wish to comment briefly on the one item of the bill which seems 
to have generated some controversy, namely, the so-called disability 
freeze provisions. 

In giving consideration to those proposals, we had to consider, 
first of all, whether this is just a matter of interagency rivalry in whic h 
we would have no particular interest or whether it is a matter of 
substantive concern to our people. We came to the conclusion that 
it is a matter of substantive concern and that insofar as it may 
involve interagency rivalry, it represents perhaps some jealousy of 
jurisdiction on the part of the Social Security Administration. 

I do not say that their opposition stems entirely from any such 
motives, but merely that to whatever extent interagency rivalry is 
involved, it would seem to us to flow from that source. 
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I think the important thing, the essential thing, for the committee 
to keep in mind with respect to these disability freeze proposals is 
that they come into operation only with respect to people who, if they 
are in fact totally and permanently disabled, are eligible for disability 
annuities under the Railroad Retirement Act. In others words, the 
only people who under these proposals can come to the Railroad 
Retirement Board for a disability freeze determination are people who 
should be coming and would be coming with a claim for a disability 
annuity under the Railroad Retirement Act. 

The fact of such claim being presented necessarily imposes upon the 
Board the obligation to determine whether they are in fact totally 
and permanently disabled, and therefore eligible for an annuity, be- 
cause by hypothesis they must have 10 years of service before under 
these provisions the Railroad Retirement Board would be authorized 
to make the disability freeze determination. 

Now, the Board being required to pass upon the claim for disability 
annuity under the Railroad Retirement Act must make that deter- 
mination, and the only further question is what effect shall be given 
to that determination? Now, the Railroad Retirement Board now 
in applying the social security minimum provisions of the law must 
determine whether the annuity computed under the regular formula 
is less than would be allowed if railroad service were covered under 
the Social Security Act. So in making the disability annuity com- 
putation, they must make a similar computation. 

Now, the question is, having determined that the man is totally 
and permanently disabled, then in applying the social security mini- 
mum to determine the amount of annuity that he is entitled to under 
the Railroad Retirement Act, can they also regard his disability— 
can they also regard him as having had a disability freeze under the 
Social Security Act? 

It seems to us that it would be cumbersome and an undue imposi- 
tion upon the beneficiaries of the system if, prior to their applying 
the social security minimum, they must first secure a determination 
of the same question of disability by the Federal Security Administra- 
tion. 

Now, that would be the major area of application. It also would 
come into play if, after the individual dies, a survivor benefit is pay- 
able by one agency or the other. If the man had a current connec- 
tion with the railroad industry at the time of his death, then it would 
be payable by the Railroad Retirement Board and the period of dis- 
ability would be considered frozen on the basis of the Railroad Retire- 
ment Board’s determination. 

Under the present law, if he has not gone to the Federal Security 
Administration and -gotten an independent determination for dis- 
ability freeze, his survivors would have their benefits computed on 
an unfavorable basis, notwithstanding the fact that the man had been 
drawing railroad retirement benefits during this period of disability 
on the basis of his total and permanent disability. 

‘That seems to us to be an indefensible situation. 

Now, the only instances that I can find in which the Social Security 
Administration would be paying benefits on the basis of a determina- 
tion made by the Railroad Retirement Board would be, first, in those 
instances in which the individual has been awarded an annuity under 
the Railroad Retirement Act, but at the time of this death had no 
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current connection with the railroad industry, and his survivors would 
be paid under the Social Security Act. In that case we would say the 
Social Security Administration should accept the Railroad Retirement 
Board’s determination of the disability in computing the survivor 
benefit. 

The other area would be in cases where the individual independently 
qualifies for benefits under both the Social Security Act and the Rail- 
road Retirement Act. 

Taking Mr. Schottland’s horrible example of the clerk at Macy’s 
who had the unfortunate encounter with the box, what Mr. Schott- 
land did not tell you is that under the operation of this bill, as I under- 
stand it, that individual would have his choice to go either to the Rail- 
road Retirement Board or to the Social Security Administration. He 
would be entitled to apply for benefits both places. He could have 
his disability freeze determined at whichever one he chose. But either 
agency, having made the determination, the other would accept that 
determination as having been made without its having to be inde- 
pendently found with a possibility of conflict of judgment between 
them. 

Now, in any event, that operates reciprocally. 

Now, those are the only two areas in which I can find in which the 
Social Security Administration would be asked to make payments on 
the basis of Railroad Retirement Board judgment. 

So it seems to us that the provisions are entirely reasonable and 
equitable and do not constitute any substantial interference, if it can 
be called interference at all, with the administration of the social- 
security program. 

We do not want the Railroad Retirement Board interfering with 
the administration of the social-security program, but we do think 
that our people, the people we represent, when they become disabled 
and entitled to a disability annu'ty under the Railroad Retirement 
Act should be able to come to the Railroad Retirement Board to have 
that disability determined and to have full effect for all purposes given 
to that determination. 

Now, that is all that I want to say, Mr. Chairman, concerning the 
provisions of the bill as it stands. 

I wish to address the remainder of my remarks to the proposed 
amendment which has been submitted to the committee, along with 
the statement of the Chairman of the Board. 

By way of explanation of that proposal, I want to point out first 
that from the very beginning of the Railroad Retirement System we 
have had to recognize that the railroad industry along the Canadian 
border is international. American railroads operate into Canada; 
Canadian railroads operate into the United States. In many instances, 
that situation results in men working across the border in the course 
of a single day’s work. In other instances, they may work 1 day on 
1 side of the border and another day on the other side of the border. 
Sometimes the employment may not be mixed, but seniority rights 
extend across the border. 

Now, that required a determination of policy in the very beginning 
of the system, as to how service of that kind was to be credited under 
the Railroad Retirement Act. The determination which was then 
made, and which has always governed the operation of the railroad 
retirement system, is that when an employee is in the service of 
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carrier doing the principal part of its business in the United States, 
all his service is credited, whether performed in the United States or 
outside the United States. If, however, he is in the service of a carrier 
performing the principal part ‘of its business in C anada, his service is 
credited when performed within the United States. 

Now, the result is that we have people under the Railroad Retire- 
ment Act drawing annuities, building up credits for annuities, who 
are Canadian citizens and Canadian residents. And in accordance 
with the provisions of the act, their railroad service is credited irre- 
spective of where it was performed, and irrespective of where the bene- 
ficiary resides, 

Now I come to another item of background. 

So long as the Railroad Retirement Act and the Social Security Act 
were both on a basis by which the determination of benefits was directly 
proportionate to the length of service performed, it was possible for 
the two systems to coexist without any interrelationship between the 
two, because service under one system could be credited and provide 
a proportionate benefit under that system and likewise under the 
other, and so no great problem would arise. 

Howev er, over the years the social security system has been amended 
from time to time to provide less and less relationship between the 
length of service and the ultimate amount of benefit. That circum- 
stance has in turn required successive amendments to the Railroad 
Retirement Act. 

I will speak only of two of them. 

One of the amendments required was that since employees under 
the Railroad Retirement Act pay a higher tax than they do under the 
Social Security Act, we felt that it was equitably necessary to guar- 
antee that their benefit would not be less than they would receive if 
their railroad service had been social security service. 

However, the contemplation of such a guaranty necessarily would 
envision excessive benefits for short-service people if they are at the 
same time to have the advantages that accrue to short-service people 
under the Social Security Act. This made it necessary that there be 
introduced in the railroad retirement system for the first time, in 1951, 
a minimum service requirement. That service requirement is 10 
years. 

In other words, we had to establish a concept of what we consider 
a career employee in the railroad industry, and since any such defini- 
tion must necessarily be somewhat arbitrary, the period of 10 years 
of service was used to identify the career employee. 

Then the question arose what do you do with the credits that have 
been earned by the individual with less than 10 years of service. Many 
possibilities were considered, both by us in making our recommenda- 
tions to Congress, and by the congressional ¢ ommittees and the Houses 
of Congress. And the conclusion arrived at was that it would be 
equitable to treat the railroad service of such employees as social 
security service under the Social Security Act. 

Now, that was considered to be equitable on the theory that since 
such an individual would almost certainly have other employment 
covered by the Social Security Act, it might be greatly to his advan- 
tage to be able to combine his railroad service in determining his 
eligibility for benefits under the Social Security Act and the amount 
of the benefits to which he was entitled. In fact, the crediting of such 
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short period railroad service might make the difference between his 
qualifying for being insured under the Social Security Act at all or 
his not being insured. In other words, his period of railroad service 
having been taken out of his social security service might be the very 
thing that would keep him from being insured under social security. 

Because of those advantages of crediting railroad service, under 
social security, it was considered equitable to use that as the quid 
pro quo for the taxes he had paid under the railroad system. 

Now, however, by the amendment made in 1956, the socalled alien 
clause in the Social Security Act, it is provided that noncitizens of 
the United States who do not reside in the United States, I believe 
it is, after 6 months of nonresidence, are not entitled to be paid the 
social security benefit. That has the effect with respect to our Cana- 
dian members who have worked on the railroad, but who have worked 
less than 10 years, and whose railroad credits are transferred to social 
security, of depriving them of any benefits if they reside in Canada. 

Now, we say that is an inquitable and indefensible provision as 
applied to our Canadian people. 

Now, Mr. Schottland mentioned that it might have the effect of 
letting 1 month’s railroad service provide the exemption. And it is 
true, it might have that effect. But that is exactly what it takes in 
order to keep us from robbing the people in Canada of the quid pro 
quo that we gave them in 1951 when we put the minimum service 
requirement into law. The idea was that whatever railroad service 
they had had, on which they have paid the railroad retirement tax, 
they should have the privilege of combining that with any social 
security service in qualifying for social security benefits. 

Section 202~T of the Social Security Act takes that away from 
them—and what this amendment proposes to do is to restore to them 
what we promised them in 1951. 

Senator Morse. Thank you very much, Mr. Schoene. 

Let the record show that we will recess now, subject to the time 
schedule that I have already authorized for the filing of supplement 
statements by Mr. Habermeyer and Mr. Schottland. 

I would like to ask Mr. Finney if he has any statement he would 
like to make. 

Mr. Finney. No, Senator. As I told Mr. Bernstein the other day, 
we did endorse this legislation by letter from Mr. Faricy to Senator 
Hill and also to Chairman Harris of the House committee, and I 
think there is no necessity for my saying anything. 

Senator Morse. Very well. The hearing is closed. 

(Whereupon, at 11:30 a. m. the subcommittee adjourned.) 
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STATEMENT OF THomMas M. Heaty, MANAGEMENT MEMBER, UNITED STATES 
RAILROAD RETIREMENT Boarp, on 8S. 2020, A Britt TO AMEND THE RAILROAD 
RETIREMENT Act oF 1937 AND THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


The members of the Board, in report dated August 7, 1957, unanimously recom- 
mended your approval of the amendments proposed in S. 2020 and, simultane- 
canny informed you of the concurrences of both railroad management and railroad 
abor. 

I believe a brief discussion of the commendable purposes of sections 203, 204, 
and 205 would, perhaps, be helpful in your deliberations. 

The railroad unemployment and sickness insurance programs are financed en- 
tirely by railroad management. 

Contributions are on a sliding-scale basis ranging from 0.5 percent to 3.0 
percent of taxable payroll, and, of particular importance, the rate for each calendar 
year depends on the balance in the railroad unemployment insurance account on 
September 30 of the preceding year. 

As these contributions are collected from the railroads, an amount equal to 0.2 
percent of the taxable payroll is deposited in the railroad unemployment insurance 
administration fund established in the Treasury of the United States, pursuant 
to section 11 (a) of the Railroad Unemployment Insurance Act. This specific 
fund is for the purpose of financing administrative expenses, and, under the 
present provisions, earns no interest. 

The remainder of the contributions collected from the railroads, under the 
Railroad Unemployment Insurance Act, is deposited in the railroad unemploy- 
ment insurance account of the Federal unemployment trust fund, containing 
similar accounts for each State, and established by the Secretary of the Treasury, 
pursuant to section 904 of the Social Security Act. Balances in this Federal 
unemployment trust fund, in excess of immediate requirements, are invested in 
securities of the United States Government and the interest earnings (about 2.5 
percent currently) are apportioned quarterly among the various accounts on 
basis of average balances. The railroad unemployment insurance account, for 
example, in the fiscal year ending June 30, 1957 was credited with $7,834,790 as 
its “‘share’’ of the interest on those investments. 

The funds in the railroad unemployment insurance account, under section 10 (a) 
of the act, are permanently apportioned for the payments of unemployment, 
sickness and maternity benefits, which in the last fiscal year aggregated 
$133,182,360, and $202,057,355 through May 30 of this fiscal year. 

Similarly, the funds in the railroad unemployment insurance fund are perma- 
nently appropriated for expenses necessary or incidental to administering the act, 
pursuant to section 11 (a). 

In contrast, administrative expenses under the Railroad Retirement Act are 
subject to annual review and authorizations by congressional Appropriations 
Committees. 

Of course, through specific annual allocations and correlation of all activities 
under both acts, the Board controls the expenditures drawn from the railroad 
unemployment insurance fund. Each program bears its own specific costs and 
the general expenses are duly apportioned. Generally speaking, the division is 
about equal. 

For example, for the fiscal year 1957-58, the Congress authorized the expendi- 
ture of $8,150,000 for servicing the Railroad Retirement Act and that amount 
cannot be exceeded without the explicit consent of the Congress. The Board 
allocated $8,073,605 for administering the Railroad Unemployment Insurance 
Act. The Board, however, could, on its own volition, increase that amount at any 
time. In fact, because of the augmented unemployment workload, resulting from 
the steady decline in traffic volume, it actually, and properly so in this case, 
increased that allocation, on January 13, 1958, to $8,680,905, and, again on May 
19, to $8,980,905. 
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I am confident you gentlemen will agree that there is certainly a measure of 
unfairness in the present act which requires railroad management wholly to 
support the unemployment and sickness insurance programs and then denies 
to it credit for the full amount of their contributions in calculating the balance 
readily available on September 30, of each year. 

To illustrate: On September 30, 1955, the actual balance in the unemployment 
insurance account was $395,293, 092, and in the unemployment insurance admin- 
istration fund $6,823,933, a total of '$402,1 17,025. 

Nevertheless, because the balance in the unemployment insurance account was 
less than $400 million, the contribution rate, pursuant to section 8 (a) 2 automati- 
cally increased from one-half percent of taxable payroll to 14% percent on January 
1, 1956, instead of to 1 percent only. 

The result: Railroad management—the sole support of the unemployment and 
sickness insurance programs—was required to contribute $63,151,685 in 1956 or 
$18,950,000 more than would have been necessary under the 1 percent rate, 
simply because almost $7 million of its donations, deposited in the unemployment 
insurance administration fund, were ignored under the present act. 

Had section 203 of S. 2020 been in effect then, the railroads would have saved 
that $18,950,000 in 1956. 

There has never been any question of the adequacy of the money in the unem- 
ployment insurance administration fund. Section 11 (d) of the act requires that 
the excess of $6 million on June 30 of each year shall be transferred from that fund 
to the railroad unemployment insurance account. Such transfers have been 
possible, and effected, in every year, as witness: $1,706,203 on June 30, 1955, 
$3,537,452 on June 30, 1956, $3,111 021 on June 30, 1957. 

In the aggregate, since the act has been in effect, and through June 30, 1957 
over $106 million—the excess over actual requirements—have been transferred 
from the railroad unemployment insurance administration fund to the railroad 
unemployment insurance account. 

Now, it is quite evident that at least $6 million, contributed by railroad manage- 
ment, has remained idle from year to year and, therefore, have been constantly 
accessible to the Tre vasury of the United States, and without any provision, in the 
present act, for interest payments. 

I asked our fiseal officer for some conservative figures and his study revealed 
that ‘‘Interest losses suffered by the Board (on management contributions) since 
the start of the railroad unemployment insurance system because of this practice 
have amounted to approximately $5 million, based on unobligated balances 
carried in this account that have ranged from a low of $6 million to a high of 
more than $17 million.” 

And, further, ‘‘Based on current receipt and payment levels, the railroad 
unemployment insurance fund carries an average unobligated balance of approxi- 
mately $7 million and enactment of the proposals in 8. 2020 would permit interest 
earnings of around $170,000 annually.” 

Incidentally, the Bureau of the Budget interposes no objection to this provision 
of the bill, S. 2020. 

Please remember that I am referring to money contributed solely by railroad 
management for the purpose of administering a program of unemployment and 
sickness benefits for railroad employees, without any cost whatever to Federal or 
State Governments. 

In the spirit of equity and fairness, I earnestly urge your unanimous approval 
of 8. 2020 in its entirety and particularly sections 203, 204, and 205. 


Xx 








